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highlights
PRESIDENTIAL PROCLAMATION OF PARDON_.. 4391

EXECUTIVE ORDER RELATING TO PROCLAMA-
TION OF PARDON... ........... ereeeceiananareanaanaeeaaae - 4393

PART I

MEDICAID
HEW/SRS terminates payment for inpatient services in

certain institutions; effective 4-2577..eeeeeeneeee...

EDUCATIONAL AGENCIES AND INSTITUTIONS
HEW/OE request comments by 2-23-77 on collection of
information and data 4219

NONGOVERNMENTAL GRANTEES
HEW amends grant provisions; comments by 3-10-77.... 4137

FOSTER GRANDPARENT AND SENIOR

COMPANION PROGRAMS
ACTION revises schedule of income eligibility levels... ... 4159

TELECOMMUNICATIONS

HEW proposes grant program supporting demonstra-

tions of social service applications; comments by
3-10-77 oo e e 4135

FOREIGN EXCHANGE )
Treasury revises reporting requirements; effective
1-24-77 4121

INSURED LOANS
USDA/FmHA provides management assistance to
individual applicants and borroviers; effective 1-24-77.. 4111

INTERNATIONAL CARGO SECURITY
Treasury/CS provides for use of certain security seals;

effective 4-25-77.... 4120
LAND MOBILE RADIO SYSTEMS

FCC publishes interim licensing criteria for U.S./Canada
border vicinity "..... 4158

THIRD CLASS MAIL
PS delays compliance date for bulk rate preparation
requirements . . 4228

STAMPS
PS provides for single national policy on release, sale,
and discontinuance; effective 1-21-77.............. —-- 4123

RECLOSABLE PLASTIC BAGS
ITC issues determination 4222

4125
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reminders

(The items in this list were editorially compiled as an ald to FEpERAL REGISTER users. Inclusion or exclusion from this list has no legal
significance. Since this list is intended as a reminder, it does not include effective dates that occur within 14 days of publication.)

ICC—Exemptions; air terminal areas;
Miami and Fort Lauderdale, Fla.

45011; 10-14-76

Treasury/CS—Grand Rapids, Mich., Erie,

Pa.; customs duties............ 55871-72;

12-23-76

Rules Going Into Effect Today

CPSC—Banned hazardous substances;
modification or replacement...... 55869;

. 12-23-76
DOT/FAA—Airworthiness directives;
BeeCh. o eeeeraeecenen 55331; 12-20-76
Alteration of restricted area; Las Vegas,

List of Public Laws

NeV..oeceenaeeeen 52858; 12-2-76
Decision; noise; propeller:driven small
airplanes submitted to’ the FAA by

Nore: No public bills which have become
law were recelved by the Office of the Federal
Register for Inclusion in today’s List.oF

EPA....c.conueenees ~.. 56056; 12-23-76

~

PusLic Laws,

AGENCY PUBLICATION ON ASSIGNED DAYS OF THE WEEK

The six-month trial period ended August 6. The-program is being continued on a voluntary basis (see OFR

notice, 41 FR 32914, August 6, 1976). The following agencies have agreed to remain in the program:

Monday Tuesday Wednesday Thursday Friday
NRC USDA/ASCS NRC USDA/ASCS
DOT/COAST GUARD USDA/APHIS DOT/COAST GUARD USDA/APHIS
DOT/NHTSA USDA/FNS DO7T/NHTSA USDA/FNS
DOT/FAA USDA/REA DOT/FAA USDA/REA
DOT/OHMO csc DOT/OHMO csc
DOT/0PSO LABOR DOT/OPSO LABOR

HEW/FDA HEW/FDA

Documents normally scheduled on a day thaf will be a Federal holiday will be published the next work day
following the holiday. ,
Comments on this program are still invited. Comments should be submitted to the Day-of-the-Week Program

Coordinator, Office of the Federal Register, National Archives and Records Setvice, General Services Adminis-
tration, Washington, D.C. 20408. - - '

ATTENTION: For questions, corrections, or requests for information please see the list of telephone numbers
appearing on opposite page. : ’

,,e"‘mf““%\ Published daily, Monday through Friday (no publication on Saturdays, Sundays, or on official Federal
&y = holidays), by the Office of the Federal Register, National Archives and Records Service, Genoral Services
mﬁ;f Administration, Washington, D.C. 20408, under the Federal Register Act (49 Stat. 600, as amonded; 44 V.80,
%W& Ch. 15) and the regulations of the Administrative Committee of the Federal Reglster (1 CFR Ch. I). Distribution
K

is made only by the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C, 20402,

Phone 523-5240

The FepERAL REGISTER provides g uniform system for-making available to the public regulations and legal notices fssued
by Federal agencies. These include Presidential proclamations and Executive orders and Federal agency documents having
general applicability and legal effect, documents required to be published by Act of Congress and other Fedoral agonoy
documents of public interest. Documents are on file for public inspection in the Office of the Federal Register tho day bofore
they are published, unless earlier filing is requested by the issuing agency. .

The FepEraL REGISTER will be furnished by mail to subscribers, free of postage, for $5.00 per month or 850 per yesr, payable
in advance. The charge for individual copies is 75 cents for each issue, or 75 cents for each group of pages as actually bound.
Remit check or money order, made payable to the Superintendent of Documents, U.S. Government Printing Office, Washington,
D.C. 20402.

There are no restrictions onrthe republication of material appearing in the FEDERAL REGISTER.
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INFORMATION AND ASSISTANCE

Questions and requests for specific information may be directed to the following numbers. General inquiries

may be made by dialing 202-523-5240.

FEDERAL REGISTER, Daily Issue:

- Subscriptions and distribution......
“Dial - a - Regulation” (recorded
-summary of highlighted docu-,
ments appearing in next day's

202-783-3238
202-523-5022

issue).

Scheduling of documents for 523-5220
publication.

Copies of documents appearing in 523-5240
the Federal Register.

. Corrections 523-5286
Public Inspection DesK....cccccceeneeeee 523-5215
Finding Aids 523-5227

Public. Briefings: *How To Use the 523-5282
Federal Register.” .

_Code of Federal Regulations (CFR).. ’ 523-5266
Finding Aids 523-5227

PRESIDENTIAL PAPERS:

Executive Orders and Proclama- 523-5233
tions.
Weekly Compilation of Presidential 523-5235
Documents.
Public Papers of the Presidents.... 523-5235
Index 523-5235
PUBLIC LAWS: ,
Public Law dates and numbers...... 523-5237
Slip Laws 523-5237
U.S. Statutes at Large...cccceceeeeeeeee 523-5237
Index 523-5237
U.S. Government Manual.....cccoeeee - 523-5230
Automation 523-5240
Special Projects 523-5240

HIGHLIGHTS—Continued

MEETINGS—
CAB: Commuter Airline Association of America,
2-2-77
CRC: State Advnsory Committees:
Delaware, 2-9-77
HMinois, 2-8-77
Indiana, 2-13 and 2-14-77.
lowa, 2-11-77
Kentucky, 2-10-77.
Minnesota, 2-11 and 2-12-77.
New Hampshire, 2-15-77
Oklahoma, 2-10 and 2-11-77
" Vermont, 2-21-77
Commerce/DIBA: Computer Systems Technical Ad-
visory Committee (Licensing Procedures Subcom-
mittee), 2-8-77
DOD: Defense Science Board, 2-16 and 2-17-77......
Defense Science Board, Task Force on Nuclear
Proliferation, 2-14 and 2-15-77......ceerceceereerann
Defense Science Board, Task Force on Verification,
2-11-77 "
Army: Armed Forces Epidemiological Board, Ad Hoc
Subcommittee on Influenza, 2-9-77........cuuee.ue
EPA: Science Advisory Board's Environmental Health
Advisory Committee, Study Group on Mutagenicity
Testing, 2-10-77
"HEW/NIH: Sickle Cell Disease Advisory Committee,
2-8 and 2-9-77.
. ITC: Government in the Sunshine, 1-24, 2-1, and
2-3-77 4221,
NFAH: Education Programs Panel, 2-14-77................
NRC: Reactor Safeguards Advisory Committee, Sub-
committee on Regulatory Activities, 2-9-77......
Reactor Safeguards Advisory Committee, Subcom-
. mittee on Seismic Activity, 2-8 and 2-9-77........
NSF: Science Education Directorate’s Program Re-
view, 2-1-77_..

PART II:

PROFESSIONAL STANDARDS REVIEW
ORGANIZATIONS

HEW/PHS proposes procedures for assumption of cer-
tain review responsibilities, acceptance of conclusive

4178
4185
4185
4185
4185
4185
4186
4186
4186
4186

4186
4188
4188
4188
4187

4150
4219

4222
4222

4226
4227
4223

claims payment determinations, and correlation of cer-
tain functions; comments by 3—25<77 v uerrecveeacoceacen

PART liI:

NATIONAL FLOOD INSURANCE PROGRAM
HUD/FIA publishes list of eligible communities, and final
flood elevation determinations

PART IV:
CONTRACT MARKETS

CFTC revises policy statement on indemnification of
certain officers, directors, and officials

PART V:

NONDISCRIMINATION
DOT/FRA issues provisions for federally assisted rail-
road programs; effective 1-17-77.

PART VI:
SITE AND NEIGHBORHOOD STANDARDS

HUD proposes revision for certain subsidized housing;
comments by 3-2-77.

PART Vil

EXECUTIVE ORDERS AND PRESIDENTIAL
PROCLAMATIONS

The President issues Proclamations 4481, 4482 and
Executive Orders 11958, 11959, 11960, 11961, 11962,
11963, 11964, 11965, 11966

PART Vi
BUDGET RESCISSIONS AND DEFERRALS

OMB publishes rescission proposals and new deferrals..
PART IX:
PRESIDENTIAL PROCLAMATION OF PARDON....

EXECUTIVE ORDER RELATING TO PROCLAMA-
TION OF PARDON... .- .

FEDERAL REGISTER, VOL. 42, NO. 15——MONDAY, JANUARY 24, 1977

4255

4263

4281

4285

4295

4305

4391

4393



THE PRESIDENT

Proclamations

American Heart Month.... ...
Dried milk mixtures, imports; 11m-
itation
Pargon, Presidential Proclamation
0 —

Executive Orders

Agricultural trade development
and assistance, reporting func-
tions; authority delegation_.._._

Argns export controls; administra-

fon ___

" Convention on the International
Regulations for Preventing Col-
lisions at Sea, 1972; implemen-~
tation

Foreign assistance and related
functions; administration_____

Generalized System of Prefer-
ences, eligible articles; modifi-
cation

Humanitarian Service Medal’ es-
tablishment

International investment surveys.
delegations of authority_______

President’s Advisory Board on In-
ternational Investment; estab-
lishment

Public international organiza-
tions; entitlement to privileges,
exemptions, and immunities..._.

Pardon, Executive order relating

to Proclamation of e

EXECUTIVE AGENCIES

ACTION :

Notices

Foster grandparent and- senior
companijon programs; income
eligibility levels; schedules___.

4325
4311

4327
4315

4317
4329
4321

4323

4331
4393

4159

AGRICULTURAL MARKETING SERVICE

Rules

Lemons grown in California and
Arizong,

Proposed Rules

Milk marketing orders: -
Ohio Valley.

AGRICULTURE DEPARTMENT

See also Agricultural Marketing
Service; Farmers Home Ad-
ministration; Federal Crop In-
surance Corporation; Forest
Service.

Notices .
Committees; establishment,
newals, ete.:

U.S. Meat Animal Research
Cehter Advisory Committee__

ARMY DEPARTMENT .
Notices
Meetings:

Epidemiological Board, Armed
Forces

[
re-

i

4111

4127

4160

4187

contents

ARTS AND HUMANITIES, NATIONAL

FOUNDATION
Notices

Meetings: .
Education Programs Panel._..

CIVIL AERONAUTICS BOARD
Rules

Charters:
Supplemental air transporta,-

tion certificates, conditions
and- limitations; editorial
amendment _ ...

Trips and special services; edi-
torial amendment. .. ..._.___
Military transportation; exemp-
tion of air carriers; reasonable
level of compensation, etc.; edi-
torial amendment

Notices

Fares, domestic passenger;
crease; various passengers....
Meetings:
Commuter Airline Association
of America,
Hearings, ete.:
‘Ephrata-Moses Lake deletion
case
International Air Transport
Association (2 documents) ...
Las Vegas-Dallas/Fort Worth
nonstop service investigation._
Seaboard World Airlines, Inc.
United Air Lines, Inc. (2 docu~
ments)

CIVIL RIGHTS COMMISSION
Notices

Meetings; State advisory commit-
tees:
Delaware
Hlinois.
Indiana
Towa
Kentucky
Minnesota (2 documents) ...
New Hampshire_ .
Oklahoma
Vermont

COMMERCE DEPARTMENT

See Domestic and International
Business Administration; For-
eign Trade Zones Board.

COMMODITY FUTURES TRADING
COMMISSION

Rules

Commodity Exchange Act regula-

. tions, ete.:

. Floor brokers and futures com-
mission merchants, trading
standards, and records; exten~
sion ‘of comment period _____

Proposed Rules
Commodity Exchange Act regula-
tions, ete.:
Futures commission merchants,
trading standards, and rec-

- ~

in--

41179,

4222

4118

4117

ords; extension of comment
period; cross referenCeacewa-
Notices

Officers, dxrectors, et al, of ex~
changes; indemnification; re-
vised policy statement

COPYRIGHT OFFICE, LIBRARY OF
CONGRESS

Proposed Rules

Termination of transfers and li-
censes covering extended .re-
newal term; extension of come
ment period

CUSTOMS SERVICE
Rules

" Financial and accounting pro-

4118

4181

4178

4183
4184

4184
4178

4180
4181

4185
4185
4185
4185
4185

4186

4186
4186

4120

cedures and transportation in
bond, etc.:
Customs seals

.DEFENSE DEPARTMENT

See also Army Department.

Notices
Meetings:
Science Board Advisory Com~
. mittee
Science Board task forces (2.
documents) amccceccmmamen -,

DOMESTIC AND INTERNATIONAL
BUSINESS ADMINISTRATION

Notices
Meetings:
Computer Systems Technical

Advisory Committee; XLicens-
ing Procedures Subcommit-
tee

EDUCATION OFFICE

Notices
Information collection and data
acquisition activity; description;
inquiry

4261

4134

4120

4188
4188

4186

ENERGY RESEARCH AND DEVELOPMENY

ADMINISTRATION
Rules
Procurement; unsolicited pro-

posals

4124

ENVIRONMENTAL PROTECTION AGENCY

Rules
Air quality, pollution, and pollut-
ants; new source review:
South Ca.rollna,' a.uthorlty dele-
gation

Praposed Rules
Air quality implementation plans;
various States, etc.:
Alabamsg,
North Carolina.
Notices
Air pollution; standards of per-
formance for new stationary
sources:
South Caroling; authority dele-
gation

fv . FEDERAL REGISTER, VOL. 42, NO. 15—MONDAY, JANUARY 24, 1977
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Meetings: .

Science Advisory Board’s Envi-
ronmental Health Advisory
Committee; Study Group on
Mutagenicity —ccmmomemeeem

Pesticide chemicals; tolerances,
exemptions, etc.; petitions:

BASF Wyandotte Corp.; correc-
tion

FARMERS HOME ADMINISTRATION

Rules. o
Ioan and grant programs (indi-
vidual) :

Management assistance to indi-
vidusal borrowers and appl-
cants 4111

Notices i
Disaster and emergency areas:
North Dakota 4159
South Dakota < 4159
FEDERAL AVIATION ADMINISTRATION
Rules )
Airworthiness directives:

" Beech 4116
Boeing (2 documents) .- 4113, 4115
Cessna (2 documents) .. 4115, 4116

_ Control zones and transition areas

T (2 documents) - 4117
Noise standards: .
© Propeller-driven small air-
planes; correction. oo 4113
VOR Federal airways, jet routes,
ares high routes, and reporting
points; correction 4117
?’roposed Rule;s
Airport aid program; nondiscrimi-
. nation; correction o 4134
Transition areas 4 documents) - 4132,
4133
Notices - ’
Area navigation policy statement;
correction 4228

FEDERAL COMMUNICATIONS
COMMISSION

Proposed Rules

FM broadcast stations; table of
assignments:
Georgia —
Public safety radio services:
Y.and mobile radio systems, pri-
vate; interconnection with
* public telephone network; ex-
tension of time -

Notices )
Domestic public radio services;
applications accepted for filing.
Emergency Broadcast System;
closed circuit tesb.__ . ___
FM and TV translafor applica-
"~ tions ready and available for
processing
Land mobile radio systems in US/ -
Canada border vicinity; mterim
hcensmg eriteria . _ o ___
Hearings, ete.:
American Telephone and Tele-
graph Co.

4190

4188

Subsidized housing;

4157

4158

4176
4177

4177
4178

4160

CONTENTS

FEDERAL CROP INSURANCE
CORPORATION

Rules

Crop insurance, various commaodi-

ties:
Sugar beets, correction_ ... 4111

FEDERAL HOUSING ‘' COMMISSIONER-—

OFFICE OF ASSISTANT SECRETARY FOR
HOUSING

Proposed Rules

site and
neighborhood standard__...___ 4296

FEDERAL INSURANCE ADMINISTRATION
Rules

. Flood Insurance Program, Na-
tional:
Areas eligible for sale of insur-
.ance 4264

Flood Insurarce Program, Na-

tional; flood elevation deter-
minations, ete.:
California (2 documents) .. 4266, 4267

Missourl 4267
New Jersey. 4204
North Carolina. 4265
Oklahoma 4265
Pennsylvania 42065
Texas (2 documents) .. 4265, 4260
‘Wisconsin 4268
Proposed Rules
Flood Insurance Program, Na-
tional; flood elevation deter-
mfnations, ete.:
Colorado 4269
Tlinois (4 documents) . 4269, 4274, 4215
Jowa 4215
Massachusetts (2 documents) - 4275,
4276
Minnesota 4276
Missourl 4269

New Jersey (2 documents) .. 4276, 4277
New York (6 documents) .__ 4269-4271
North Carolina 4277
Pennsylvania (8 decuments) ... 4271~

4273, 421717, 42718
Tennessee 4274
Virginia (3 documents) ... 4278, 4279
“Wisconsin (2 decuments) ...... 4279, 42890

FEDERAL MARITIME COMMISSION
Notices
Casualty and nonperformance,

certificates:
Argl.g.fiores Reging Magna

4190
Hellenic Mediterranean Lines
Co. Litd 4191
Freight forwarder Hcenses:
Joseph, Gerson M., etal. ... 4191
Agreements filed, etc.:
Chicago Reglonal Port District
Transoceanic Terminal Corp.
and Calumet Barge Terminal,
Inc. 4190
FEDERAL POWER COMMISSION
Notices
Hearings, etc.:
American Electric Power Service
- Corp. 4191
Arkansas Louislana Gas Co.... 4191
Arkansas Oklahoma Gas Cory.,
et al 4192
Arkensas Power &Light Co___.. 4192
Baca Gas Gathering System,
Inc. 4193
Bangor Hydro Electric CO...-— 4183

P

Blue Dolphin Pipe Line Co_____ 4193
Boston Edlson Co oo ______ 4194
Cleveland Electric Iluminating
Co., et al 4194
Columbia Gas Transmission
Corp. 4195
Connecticut Light and Power ~
Co. (2documents) . _______ 4196
Consolidated Gas Supply Corp..- 4196
Continental Ol Co.,etal_______ 4195
Dorfman Production Co., Opera-
tor . 4197
ElPaso ElectricCoOmee o ___ 4197
Gas Gathering Corp.._.________ 4183
. Great Lakes Gas Transmission
Co. 4193
Interstate Power Coo . __ 4198
Towa Power and Light Co_.____ 4199
Yowsa Public Service Co________ 4199
Kansas City Star Co.___.____.. 4199
Lac Vieux Desert Riparian Own-
ers Association, Inc. and Wis-
consin Valley Improvement
Co. 4200
Mishawaka, City of, et al. v.
American Electric Power Co.,
et al 4194
Mississippi River Transmission
Corp. (2 documents) _____ 4200, 4201
Montana-Dakota Utilities Co_. 4201

Natural Gas Pipe Line Co. of
America (3 documents)__ 4202, 4204

Nevada IXrrigation District_.__._ 4204
New England Power CO—e___ 4202
Niagara Mohawk Power Corp__ 4205
Northern Natural Gas Co_.__..__ 4205
Northern States Power Co.

(Wisconsin) e ____ 4205
Northwest Pipeline Corp—..._. 4205
Orange and Rockland Utilities,

Inc. and Rockland Electric

Co. 4206
Pacific Indonesia ING Co_.____ 4207
Panhandle Eastern Pipe Line

Co. 4207
Portland General Electric Co__. 4208
Public Service Co. of New

Hampshire 4208
Shield, Fre W e oo 4198
Southem Natural Gas COae. 4208
Tenneco ING, INCo oo 4209
Temmeco Ol Co_____________ 4209
Texas Power & Light Co........ 4209
Transcontinental Gas Pipe Line

Corp. 4212
Transwestern Pipeline Co_.._.. 4210
Unlon Electric Co. (2 docu-

ments) 4210
United Gas Pipe Line Co. and

Mid Louisiana Gas Co_____._. 4210
United Gas PipeXine Co__.____ 4211
Virginia Electric and Power

Co. 4211
Wisconsin Public Service Corp.. 4211
Wisconsin Valley Improvement:

Co. 4212

FEDERAL RAILROAD ADMINISTRATION
Rules -

Ralilroad Revitalization and Reg-

ulatory Reform Act of 1976:
Nondiscrimination iIn railroad

financial assistance programs;

affirmative action require-

ment 4285
Notices
Petitions for exemptions, ete.:
Slerra Railroad COwemee . 4228
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FEDERAL RESERVE SYSTEM

Notices
Applications, ete.:

Bancorp of Wisconsin_______.. 4213
Mountain Financial Services,
- Inc 4213
Seilon, Inc 4214
FEDERAL TRADE COMMISSION
Rules

Prohibited trade practices: .
American Academy of Ortho-

paedic Surgeons____________. 4118
American College of Obstetri-
cians and Gynecologists__...__ 4119

FOREIGN-TRADE ZONES BOARD

Notices

Foreign-trade zone applicatlons'
. Portsmouth,
Shenandoah, Gl -

FOREST SERVICE
Notices

Environmental statements; avail-
ability, etc.:
Boise and Payette National
Forests, South Fork Salmon
River Planning Unit, Idaho._..

GENERAL ACCOUNTING OFFICE

Notices
Regulatory reports review; pro--
posals 4215

GENERAL SERVICES ADMINISTRATION
Notices ‘

Authority delegations: .
Defense Secretary.-cemmeee——oo

HEALTH, EDUCATION AND WELFARE
DEPARTMENT

See also Education Office; Health
Services Administration; Na-
tional Institutes of Health;
Public Health Service; Soclal
and Rehabilitation Service.

Proposed Rules

Grants, administration: -
Nongovernmental grantees, ex-
tension of applicability and
general revision_ . _____
Telecommunications technolo-
gles, soclal service application
demonstrations - oo cccaae o

4160

HEALTH SERVICES ADMINISTRATION

Notices

Professional Standards  Review
Organizations; nominations,

designations, etec.:
California (2 documents) __ 4215, 4218

New Jersey. 4217
New York 4216
North Carolina. 4216

Virginia (2 documents) .. 4216, 4217

HOUSING AND URBAN DEVELOPMENT
DEPARTMENT

See also Federal Housing Commis-
sioner—Office of Assistant Sec- .
retary for Housing; Federal In-
surance Administration.

CONTENTS

Proposed Rules
Low-income Housing:

Housing assistance payments
program; Section 8 new con-~
struction and substantial re-
habilitation projects_._.__..._

INTERIOR DEPARTMENT

See Land Management Bureau;
Reclamation Bureaw. ~

INTERNAL REVENUE SERVICE

Rules

Income taxes:
Investment credif for movie and

4300

television films; correction... 4121
Various elections under Tax Re-

form Act of 1976; correc- -

tion 4121

INTERNATIONAL TRADE COMMISSION
Notices
Import investigations:

Reclosable plastic bags_ .o 4222
Meetngs (3 dociuments) ... 4221, 4222
INTERSTATE COMMERCE COMMISSION
Rules

Practice rules and list of forms:
Application protests ...

Notices

Fourth section applications...._...
Hearing assignments.

LAND MANAGEMENT BUREAU
Notices .

Oil and gas leasing; Outer C'on-
tinental Shelf
Withdrawal and reservation of
lands, proposed, ete.:
Ideho

LIBRARY OF CONGRESS
See Copyright Office. -

MANAGEMENT AND BUDGET OFFICE
Notices
Budget rescissions and deferrals_.

NATIONAL INSTITUTES OF HEALTH
Notices

Meetings: .
Sickle Cell Disease Advisory
Committee

NATIONAL SCIENCE FOUNDATION

Notices

Science Education Directorate’s
Program Review oo e

4333

4223

NUCLEAR REGULATORY COMMISSION
Notices

Applications, ete.:
Arkansas Power and Light Co.,

et al 4223
Consolidated Edison Co. of New

York, Inc 4225
Consumer Power Co— e 4224
Florida Power and Light Co_.. 4224
Houston Lighting and Power

Co., et al 4225
Indiana and Michigan Electric )

Co. et al 4225

Public Service Co. of Indiana,

Inc 4228

Virginia Electric and Power Co..
Westinghouse Electric Corp._..
Meetings:

Reactor Safeguards Advlsory
Committee, Subcommittes on
Regulabory Activities . oo .

Reactor Safeguards Advisory
Cominittee, Subcommittee on
Seismic Activity.

POSTAL SERVICE
Rules
Inspection service, philately, and
special cancellations:
Commemorative stamps and
new stamp issues; single na-
tional policy.o. ... -
Notices
Preparation requirements for bulk
rate third class mall; erroneous

interpretation and delayed com-
pliance date.

POSTAL SERVICE COMMISSION
Notices

Public service costs; hearing.._..

PUBLIC HEALTH SERVICE
Rules
Grants:
Regional medical programs:
CFR correction. oo cuaa

Proposed Rules
Professional standards reviev:
aims payment, conclusive ef-
fect of PSRO determinations.
Medicare, Medicaid, and Title.V
agencles; correlation of func~
tions with PSROS . m e
Organizations designated as
conditional PSROs; assump-
tion of review responsibility.

RECLAMATION BUREAU
Notices
Environmental statements; avail-
ability, etc.:
Coronado Project, Arlz oo

SOCIAL AND REHABILITATION
SERVICE

Rules
Medical assistance programs:

Inpatient services in certain in-

g:itutions; payment termina-

on

TRANSPORTATION DEPARTMENT
See Federal Aviation Administra-
tion; Federal Railroad Admin-
- istration.

TREASURY DEPARTMENT
See also Customs Service; Inter-
nal Revenue Service.

Rules
Foreign exchange; reporting re-
quirements

Notices
Committees; establishment, re-
newals, etc.:

Private Philanthropy and Pub-
lic Needs Advisory Commit-
tee; appointment of mem-
bers

Tax treaties,
countries; list.

income; various
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4123

4228

4184

4126

4259

4260

4256

4220

4125

4121

4228
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*THE FEDERAL REGISTER—WHAT IT

(For Details, See 41 FR 46527, Oct. 21, 1976)
RESERVATIONS: DEAN L. SMITH, 523-5282

IS AND HOW TO USE IT”’

Briefings at the Office of the
Federal Register

list of cfr parts affected in this issue

The following numerical guide is a list of the parts of each title of the Code of Federal Regulations affected by documents published in today’s
issue. A cumulative list of parts affected, covering the current month to date, follows beginning with the second lssus of the month.

A Cumulative List of CFR Sections Affected is published separately at the end of each month, The guida lists the parts and sections affected
by documents published since the revision date of each title.

- 3 CFR

PROCLAMATIONS: .

4423 (See Proc. 4482) ___________._
4481
4482
4483

EXECUTIVE ORDERS:

10900 (Amended by EO 11963) -
10973 (Amended by EO 11959) ...
11501 (Revoked by EO 11958) ...

11718 (Revoked by EO 11966) ... 4331
11888 (Amended by EO 11960) ... 4317
11958-__- - 4311
11959 4315
11960 4317
11961 - 4321
-11962 4323
11963 4325
11964 4327
11965 4329
11966 4331
11967 4393
7 CFR
401 4111
910 4111
1924 . 4111
. PROPOSED RULES:

1033 4127
14:CFR
36 4113
39 (6 documents) e 41134116
71 (3 documents) oo 4117
75_ : 4117
207 4117
208 4118
288 4118

PRrOPOSED RULES: 39 CFR
71 (4 documents) - cumeo 4132,4133 233 4123
152 i 4134 257 4193
258.. 4
16 CFR 412
13 (2 documents) - e 4118,4119 40 CFR
17 CFR 52 412¢
60 4124
1 4120 61..__ 2194
155 4120 ProPOSED RULYS:
Prorosep RULES: 52 (2 documents)_... 4134, 2135
1 . 4134
155 4134 L o )
19 CFR . 94 . 4124
18 4120
24 4120 42 CFR
ﬂb -
24 CFR S 4125
1914 4264 PrOrosep RULES:
1916 (3 documents) - 4264, 4265 101 (3 documents) .. 4256-4260
1917 (7 documents) oeeee... 4265-4268
PrOPOSED RULES: 45 CFR
200 4296 249 4125
800 4300 Prorosenr RuULEs:
881 4300 63 4135
1917 (33 documents) ... 4269-4280 7 1137
26 CFR i
- 47 CFR
. 7 (2 documents) 4121 Pro R .
31 CFR 73 4157
128 4121 - 89 4158
37 CFR 49 CFR
PROPOSED ‘RULES: 285 4288
201 4134 1100 4126
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CUMULATIVE LIST OF PARTS AFFECTED DURING JANUARY

The following numerical guide is a list of parts of each title of the Code of
Federal Regulations affected by documents published to date during January.
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3 CFR
ExecUuTIVE ORDERS:
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917 3625
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7 CFR—Continued
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981 3159, 3847
1430 3
1473 2977
1701_..__ 3847
1822 1023, 2051
1843 1231
1845 2308
1924 4111
PROPOSED RULES:
52 3178
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272 780, 2328
275 1479
661 3311
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967 2691
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_ 1033 4127
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1070 1356
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1701 1479
8 CFR i
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92 1483, 3859
10 CFR
100 2051
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51 - 3178
212 2646
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11 CFR -
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447 2694
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801 3181, 3655
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v FEDERAL REGISTER, VOL. 42, NO. 15—MONDAY, JANUARY 24, 1977

FEDERAL REGISTER

21 CFR
2 1459
4 3108
8 1459
102 761
121 1460, 1461, 3302
314 1624, 1638, 3109
320 1624, 1638
510 3837
514_ 3109
520._" 1462, 3838
522 3838
540 1462
548 3838
555 3838
558 761, 1463, 2312
PROPOSED RULES:
1 : 2330
3e 1483
11 806
18 : 2330
121 1483
128d 807
369 2330
500 2330
510 2981
701 2330
740 2330
801 2330
22 CFR
41 2501
42 2501
23 CFR
625 6, 3642
72 7
24 CFR
200 3838
201 3839
203 762
207 7164, 2954
213 764, 2954
221 1765, 2954
231 7166, 2954
241 763, 3162
280 960
1905 3162
1914 2193, 4264
1916 4264, 4265
1917 e 2063-2068, 4265-4263
3282 2576
PROFPOSED RULES: .
200 4296
201 1487
242 3655
279 3112
406 2796
-501 1488
570 3292, 3437
800 - 4300
866 3181
881 4300
1917 e 2082, 42694280
25 CFR
PROPOSED RULES:
221 3319
504 3864

26 CFR
b T 167, 1195, 1463, 2501, 3839
S 1469, 1471, 2954, 4121
41 2671
48 2871
142 2877
154 2312
404. 1029, 2313
Proroszp RuULes: - ~
b S, 57, 2694, 3181, 3866
54. 1488
301 1038, 1489
27 CFR "
170 3840
194 3840
201 3840
28 CFR
0 3163
PROPOSED RULES!:
32 1380
29 CFR
15 769
€0. 3440
94 1656, 2426
L) 2427
a6 2428
97 1656
93 2428
99 713, 2430
511 2313
609 2954
613 3303
672 2955
673 2955
720 3303
1601 3163
1910 2856, 3304
1926 2956
1952 2313
2608 2677
2610 2678
PROPOSED RULES:
80, 2981
215 3319
1910 808, 1742, 1806
2550 e en 1488, 1618, 3871
30 CFR
100 1214
211 3642
Prorosen Ruizs:
11 2986
1. 2890
211 1489, 2082
251 - . 3321
31 CFR -
1 . 2311
13 3841
51 2196, 2422
101 1471
128 __ 4121
210 9
515. 1472
ix

-



32 CFR
40 3646
258 M3
2000 2679
PROPOSED RULES:
2428, 1492
903 2085
. 1482 3322
33 CFR
40 10
92 2681
117 > 3841
159 11
183..... 2681, 2682
204 3646
265 3841
PROPOSED RULES:
110 3871
114 3181
115 3181
161 3182
209 2572
34 CFR
Ch. I 12
239 1478
36 CFR -
212 - 2957
291 T 2957
231__ 2957
251 2957
261.._ 2957
262 2961
211 2962
272 2962
201 2062
295 2962
606 . 1473
PROPOSED RULES:
7 3655, 3656
16 812
17 812
37 CFR
201 2962
PROPOSED RULES:
1 2632
3 2632
5 2632
201 4134
38 CFR
0 2314
3 2069
17 2316
39 CFR
111 3470
233 4123
257 4123
258 4124
3002 3646
Prorosep RULES:
1 2699
3 2699
3 2699
4 2699

- FEDERAL REGISTER, VOL. 42, NO. 15—MONDAY, JANUARY

FEDERAL REGISTER

39‘ CFR—Continued
Proposep RuLes—Continued
5 - 2699
6__. 2699,
¢ 2699
8 2699
40 CFR
6 2450
52 3841, 4124
60. . 1214, 4124
61 1215, 4124
86 1122, 1150
129 2588, 2617
136 3306
190 2858
220 . 2468
221 2470
222 2471
223 2474
224 = 2474
225 2475
226. 2475
2217. ‘ 2476
228 72482
229 2489
409 . 3164
430 1398
440 3165
455 2316
PROPOSED RULES:
N 22 1492
52_ 1273, 1494, 2705, 3657, 4134, 4135
60 2842
80 3183
85 1044
180 815
201 2330
202 2330
260 2331
1516 1044
41 CFR -
3-3 2683
34 - 2684
3-16. 2684
3-50 2684
9-4 ; 4124
9-7 2963
9-15 2963
9-51 2684
Ch. 14 : 1215
14-1 . 1215
14-10 1215
60-1 3458
60-2 3461
60-3 3825
60-30 3462, 4057
60-741 3307
101-1 y 12
101-25 1030
101-286 1032
101-28 2317
101-38 1417
PROPOSED RULES:
3~-1 : 1273
101-17 3 816
42 CFR
56b. 4125
100 4024
122 _ 4024
123__-. 4028

42 CFR—Continued
Prorosep RULES:

54b 2086

101 s 2094, 4256-4200
43 CFR
4 1216
419 3307
2650 779
3100 - 1032
4110 18
4120 : —e= T8

PusLic LaAND ORDER:

5561 (Amended by PLO 5612).. 2684
5611 (Corrected by PLO 5612) . 2684

5612 - 2106
PROPOSED RULES:
29 3660
2400 3667
3520 2684
3800 1045
45 CFR
177 2963
185 3842
193 1190
233 3307
248 2684
249 . 4126
250 79
304 3843
1005 3165
1050 3272+
1068 3165
1336 < 31762
PROPOSED RULES:
Subtitle A v e wmaaa 332D
46 2792, 30716
63 - 4136
74 — w—— 4137
153 3792
158 2086
Ch.II 2445
201 3064
205 2440
249 3325, 3665
250 2331, 3328
304 3603
504 3872°
706 2708
1480. 1046
1703 3667
46 CFR
536 1473
PROPOSED RULES:
10 3188
12 1278
502 . 811
531 -. 3186
47 CFR
0 --= 3108, 3167
1 3166-3168, 3308
13 1231
15 1281, 3308
21 . - 1233
(& T 1233, 2502, 3167, 3308, 3646, 41567
74 - 2009
6 mwa 3308
24, 1977



47 CFR——Continued

FEDERAL REGISTER
49 CFR—Continued

50 CFR—Continued

a1 , 1474 501 3843 33 1034, 2699, 3845
83 1231, 147¢ 511 3844 216 1034, 3845
87 3168, 3308 630 3112 260 2326
9 = 2158 1033 2065, 3309, 3310, 3844 261 2326
97 3166,3167 1047.... 19 262 2326
’ 1058 3169 263 2326
PROPOSED RULES: 1100 4126 264 2326
e 1278 1241 1474 265 2326 -
73 .. 1278, 1279, 2086, 3186 1249 1474 266 2395
74 2087 1250 1474 267 2326
78 ' 3670 1251 1474 268 2326
83 2088 269 2328
89 PrOPOSED RuULES: 270 2328
97 2089 Subtitle A 2868 g:g gggg
. 173 2709
49 CFR 17 2709 273 2326
Ch.V. 2864 228 2994 274 2326
25__ 12 230 og94 275 2326
ag 3118 267 o507 216 2326
173 2071, 2688 523 a0gz 2717 2326
174 2071 571 3187 218 2326
178 2688 . 1251 2092 279 2326
218 2318, 3843 601 2968
221 2321,384? 50 CFR €02 2968
295 122 )
231 1222 17 2071,2965 FROPOSED RULES:

265 4286 26 1033, 2689, 2690, 3845 5 | AR 2101, 2102, 2507
310 - ) 2964 32 2690 216 1049
FEDERAL REGISTER PAGES AND DATES—JANUARY

b Pages . Date
1-741 z..Jdan. 3
743-1015 4
1017-1194 5
1195-1450_____ 6
1451-2049 7
2051-2291 10
2293-2497 11
2499-2664 12
2665-2946 13
2947-3157 14
3159-3294 17
3295-3624 18
3625-3826 19
38274109 21
4110-4394 24

FEDERAL REGISTER, VOL 42, NO. 15—MONDAY, JANUARY 24, 1977 xi







4111

rules and requlations

REGISTER issue of each month.

This section of the FEDERAL REGISTER contains regulatory documents having general applicabllity and legal effect most of which are
keyed_to and codified in the Code of Federal Regulations, which is published under 50 titles pursuant to 44 U.S.C. 1510,

The Code of Federal Regulations is sold by the Superl

PRy

it of B

s, Prices of now books ore listed In the first FEDERAL

- Txtlé 7—Agriculture
CHAPTER IV—FEDERAL- CROP INSUR-

ANCE CORPORATION, DEPARTMENT OF
AGRICULTURE

PART 401—FEDERAL CROP INSURANCE

_ Subpart—Regulations_for the 1969 and
- Succeeding Crop Years

CrosmnG DATES; CORRECTION

_ InFR Doc. 76-34536, appearing at page
~ 51582 in the FEpeERAL REGISTER 0of Novem-
ber, 23, 1976, paragraph (a) of § 401.103,
appearing at the left hand column of
page 58583, under the heading “Sugar
Beets™ is corregted to read as follows:
§ 401.104 Application for insurance.
@) ** ¢ )
(Closing Dates).
* * * * *
Bugar beets:
Imperial County, Calif_... Aug.3l.
ATl other StateS—cmeecama-o Apr. 15.
i WARREN E. DIRKS,
’ Manager, Federal
. Crop Insurance Corporation.
[FR Doc.77-2097 Filed 1-21-77;8:45 am]

CHAPTER IX—AGRICULTURAL MARKET-
ING SERVICE (MARKETING AGREE-
MENTS AND -ORDERS; FRUITS, VEGE-
TABLES,  NUTS), DEPARTMENT OF
AGRICULTURE .

[Lemon Regulation 76]
PART 910—LEMONS GROWN IN
CALIFORNIA AND ARIZONA
_ Limitation of Handling
PREAMBLE

This regulation fizes the quantity of
California-Arizona lemons that may be
shipped to fresh market during the
weekly regulation period January 23-29,
1977, It is issued pursuant to the Agri-
cultural Marketing. Agreement Act of
1937, as amended, and Marketing Order
No. 910. The quantity of lemons so fixed
was arrived at after consideration of
the fotal available supply of lemons, the
quantity of lemons cwrrently available
for market, the fresh market demand
for lemons, lemon prices, and the rela<
tionship of season average returns to the
parity price for lemons.

§ 910.376 Lemon Regulation 76.

(@) Findings. (1) Pursuant to the
marketing agreement, as amended, and
Order No. 910, as amended (7 CFR Part
910), regulating the handling of lemons
grown in California and Arizona, effec-
tive under the applicable provisions of
the Agriculbural Marketing Agreement

.

Act of 1937, as amended (7 U.S.C. 601-
674), and upon the basis of the recom-
mendations and information submitted
by the Lemon Administrative Commit-
tee, established under the sald amended
marketing agreement and order, and up-
on other avallable information, it is
hereby found that the limitation of han-
dling of such lemons, as hereinafter pro-
vided, will tend to effectuate the de-
clared policy of the act.

(2) The need for this regulation to
limit the quantity of lemons that may be
marketed during the ensuing week stems
from the production and marketing sit-
uation confronting the lemon industry.

(1) The committee has submitted its
recommendation with respect to the
quantity of lemons it deems advisable to
be handled during the ensuing, week.
Such recommendation resulted from
consideration of the factors enumerated
in the order. The committee further re-
ports the demand for lemons is easier
this" week due to the extremely cold
weather. Average f.0.b. price was $5.13
per carfon the week ended January 15,
1977 compared to $4.99 per carton the
previous week. Track and rolling sup-
plies at 100 cars were up 20 cars from
last week,

« (i) Having considered the recom-
mendation and information submitted
by the commitiee, and other available
information, the Secretary finds that
the quantity of lemons which may be
handled should be fixed as hereinafter
set forth.

(3) It is hereby further found that it
is impracticable and contrary to the pub-
lic interest to give preliminary notice, en-.
gage in public rule-making procedure,
and postpone the effective date of this
regulation until 30 days after publication
hereof in the Feperar REGISTER (5 US.C.
553) because the time intervening be-
tween the date when information upon
which this regulation is based became
available and the time when this regu-
lation must become effective in order to
effectuate the declared policy of the act
is insufficlent, and a reasonable time is
permitted, under the circumstances, for
preparation for such effective time; and
good cause exists for making the provi-
sions hereof effective as hereinafter set
forth. The committee held an open meet-
ing during the current week, after giv-
ing due notice thereof, to consider supply
and market conditions for lemons and
the need for regulation; interested per-
sons were afforded an opportunity to sub-
mit information and views at this meet-
ing; the recommendation and supporting
information for regulation during the pe-

riod specified herein were promptly sub-

mitted to the Department after such -

meeting was held; the provisions of this

regulation, including its effective time,
are identical with the aforesaid recom-
mendation of the committee, and infor-
mation concerning such provisions and
effective time has been disseminated
among-handlers of such lemons; itisnec-
essary, in order to effectuate the declared
policy_of the act, to make this regula-
tion effective during fhe period herein
specified; and complance with this regu-
laton will not require any special prep-
aration on the part of persons subject
hereto which cannot be completed on or
before the effective date hereof. Such
committee meeting was held on January
18, 1971.

(b) Order. (1) The quantity of lemons
grown in California and Arizona which
may be handled during the period Janu-
ary 23, 1977, through January 29, 1977,
is hereby fixed at 180,000-cartons.

(2) As used in this section, “handled”,
and “carton(s)” have the same meaning
as when used in the said amended mar-
keting agreement and order.

(Sccs. 1-19, 48 Stat. 31, as amended; 7 US.C.
€01-674)
Doated: January 19,1977,
CuaArLES R. BRADER,
Deputy Director, Fruit and Veg-
etable Division, Agricultural
Marketing Service.
[FR Doe17-2346 Filed 1-21-77;8:45 amy]

CHAPTER XVIII—FARMERS HOME ADMIN-
ISTRATION, DEPARTMENT OF AGRICUL-
TURE
SUBCHAPTER A—GENERAL REGULATIONS

PART 1802—SUPERVISION OF
BORROWERS

SUBCHAPTER |—LOAN AND GRANT PROGRAMS
(INDIVIDUAL)

[PmHA Instruction 1924-B]

PART 1924—MANAGEMENT ASSISTANCE
TO BORROWERS (INDIVIDUAL)

Subpart B—Management Assistance to
Individual BEorrowars and Applicants

On pages 50272-50274 of the FeEbpERaL
RecisTer dated November 15, 1976, there
was published a notice of proposed rule-
making to establish under Chapter
XVII, Title 7, Subchapter I—“Lozn and
Grant Programs (Individual),” a new
Part 1924, “Management Assistance to
Borrowers (Individual),” in the Code of
Federal Regulations. Subpart B, “Man-
dgement Assistance to Individual Bor-
rowers and Applicants,” (§§1924.51—
1924.100) of this new Part 1924 is con-
solidated, transferred and redesignated
from various sections and units of Sub-
parts A through F of Part 1802, of this
Chapter XVIXI, and has been revised in-
cluding a change in title. These changes
are to clarify the regulations on manage-
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ment assistance to individual borrowers
and to provide for the assistance to better
fulfill the particular needs of the bor-
rower and protect the interest of the
Government.

Interested persons werk given until De~
cember 15, 1976, to submit written com-
ments, suggestions or objections regard-

.ing the proposed amendments. All com-
ments submitted were given due con-
sideration and with minor editorial
changes, the proposed new Subpart B of
Part 1924 is hereby adopted and iIs set
forth below. .

Accordingly, 7 CFR Chapter XVIIX is
amended as follows: -

1. Subparts A through F of 7 CFR Part
1802 are removed.

2. A new Subchapter I, consisting at
this time of Subpart B to new Part 1924,
1s added as follows:

Subpart B—Management Asststance to Individuat
Sec Borrowers and Applicants

1924.61 General.

1924.52 -—1924.54 [Reserved].
1924.65 Management assistance.
1924.58 Credit counseling.
1924.67 Planning,

1924.68 Record keeping.
1924.69 Supervision.

Analysis,

Nonfarm enterprises.
192462 ®©State supplements.
1924.63 -—1924.100 [Reservedl.

AUTHORITY: 7T U.S.C. 1989; 42 U.S.C. 1480;
42 U.8.C. 2492; b U.S.C. 301; Sec. 10 Pub. L.
93-367, 88 Stat. 392; delegation of authority
by tho Sec. of Agri., 7 CFR 2.23, delegation
of authority by the Asst. Sec. for Rural Devel-
opment, 7 CFR 2.70; delegations of authority
by Dir., OEO 28 FR 14764, 33 FR 9850.

Subpart B—Management Assistance to
Individual Borrowers and Applicants

§ 1924.51 General.

This Subpart sets forth policies for
providing management assistance to in-
dividual applicants and borrowers. The
term “individual” as used in this Sub-
part also applies to farming partnerships
and corporations receiving Emergency
(EM) and Soil and Water (SW) loans.
This subpart pertains to all insured loans
that depend on farm income for loan re-
payment, and also provides for the neces~
sary Supervision and appropriate credit
counseling for Rural Housing (RH) loans
not dependent on farm income for loan
repayment.

5§ 1924.52-1924.54 [Reserved]
§ 1924.55 Management assistance.

‘

Management assistance includes the
following:

(a) Credit counseling with applicants
and borrowers. :

(b) Planning of farm operations with
applicants and borrowers.

(¢) Record keeping by borrowers.

(d) Borrower supervision, by Farmers
Home Administration (FmHA).

(e) Analysis of borrower operations
and/or enterprises by the borrower and
FmHA. ’

§ 1924.56 Credit counseling. .

The County Supervisor will provide
credit counseling to applicants and bor-
rowers, including individuel RH appli-

1924.60
1924.61

-
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cants and borrowers, regarding prudent
use of credit in making profitable adjust-
ments in operations, sources of availgble
credit, general conditions under which
credit is usually available, and methods
of presenting requests for credit to lend-
ers. ) .

(a) In credit counseling with appl-
cants who do not qualify.for FmHA loans,
the County Supervisor will:

(1) Explain why the applicant does
not meet FmHA eligibility requirements
and, if appropriate, why other credit
should be available.

(2) Advise applicants on adjusting
plans of operation and credit requests.

(b) In credit counseling with eligible
applicants and borrowers the County
Supervisor will: :

(1) Assist in planning for the use of
FmHA and other credit.

(2) Advise the applicant or borrower of
FmHA's policy with respect to the use of
other credit and assist in the determina-
tion of the amount of other credit best
suited for the applicant or borrower.

! §1924.57 Planning.

(a) Purpose. Provide a basis for:

(1) Attaining specific production and
financial management objectives.

(2) Applicant or borrower manage-
ment decisions.

(3) FmHA credit and management as-
sistance determinations.

(b) Responsibility of applicant or bor-
rower. Applicant or borrower will com-
plete the plans required by FmHA. This
will require giving thorough considera-
tion to: ’

(1) Analyzing total resources available
and their use.

(2) Adjustments, improvements, prac-
tices, and capital requirements needed
for a successful operation.

(3) Determining the gross income, ex~
penses, and net income that can rea-
sonably be expected from the operation.

(¢) Responsibility of Counly Super-
visor. County Supervisor will assist the
applicant or borrower in completing the
plans required through: .

(1) Stressing the need to correlate
long-time and annual plans when both
are being developed.

(2) Use of key farm management and
financial management practices. These
will be established for major farm enter-
prises, and will be updated annually.
Key management practices not already
established in an operation will be con~
sidered and incorporated into the opera-
tion when developing long-time and an-
nual plans.

(3) Requiring applicants when devel-
oping their long-time and annual plans
to fully utilize plans developed, if any,
with the assistance of the Soil Conserva-
tion Service (SCS), the Extension Serv-
ice (ES), or other agency or farm man-
agement service.

(4) Planning for the appropriate use
of income with the applicant. Priorities
for the use of income follow:

(i) Family living and farm operating
expenses.

(i) Payment of scheduled debt install-
ments. .

(iii) Payment of delinquencles on 50~
cured debts, followed by payments on
delinquent unsecured debt.

(v) Proper use of anticipated remain=
ing income to increase cash reserve, or to
make necessary capital purchases,

(v) Advance payments on chattel and
real estate debts. -

(5) Determining the feasibility of the
plans. After considering inventory
changes, the met income and cash flow
should be sufficient to enable the appli-
cant to:

() Pay all operating expenges.,

(1) Meet necessary payments on debts.

(ili) Maintain necessary MNvestock,
farm and home equipment, and buildings
to the extent that such items have not
been provided for in the operating ex-
penses.
in(:lv) Have a reasonable standard of liv-

g.

(d) Long-time plans (Form FmHA
431-1, “Long-Time Farm and Home
Plan”). The long-time plan reflects tho
Tong-time aims and objectives of fami-~
es, It will be required of each applicant
or borrower engaged in farming who is
recelving & loan when the major adjust«
ments or improvements needed will not
be completed the first full crop year, The
long-time plan, when developed, will be
completed before preparing the annual
plan, and revised as conditions require.

(e) Annual plans (Form FmHA 431-2,
“Farm and Home Plan”). An annual
plan will be required of each applicant
or borrower engaged in farming who re-
celves an PmHA loan or funds from other
credit sources as a result of PFmHA ex-
ecuting either a subordination agreement
or a’lien walver. Also, an annual plan for
a typical year will be required when in-
stallments are deferred for more than
one year or when major adjustments are
being made to the operation. The annual
plan will cover the 12 month perlod (or
crop year) which most accurately re-
flects the annual production cycle of the
operation.

(1) Complete annual plans will be re«
quired for those borrowers:

(1) Recelving initial loans.

(1i) Recelving subsequent FmHA loans
or funds from other credit sources under
FmHA subordination agreements or lien
waivers.

(2) Interim plans may be developed for
the remainder of the current years opera-
tion to supplement an annual plan for
the following year in those cases where
the annual plan alone would not be suffl-
clent to accurately show the completo
cycle of operation. This plan will show
the planned use of income to be received
from livestock and crops held for sale,
and cash on hand at that time.

(f) Documentation and revision of
plans. (1) Plans will be documented in
sufficient detail to adequately reflect the
overall condition of the operation.

(2) Initial and subsequent plans will
be revised whenever significant changes
in the borrower’s operation occur during
the year, including change in use of loan
funds or loan amount.

The plan will be marked *Reviston”
and changes noted by crossing out any
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original estimates and inserting new
" estimates immediately above. The bor-
rower will initial and date major revi-
sions to the plan.

§1924.58 Record keeping.

(a) Purpose. All borrowers engaged in
farming must maintain and use the
appropriate type of farm records which
after the loan is made will enable:

(1) Borrowers to make management
decisions and to analyze their farming

o] ns.

(2)-FmHA to determine eligibility for
loan assistance and assist the borrowers
" in analyzing their farming operations
and in making prudent management de-
cisions.

(b) Responsibilities. .(1) Borrowers

must select and maintain a record keep-
ing system which adequately meets the
needs of - their farming operations and
FmHA requirements.
- () County Supervisors will assist bor-
rowers in selecting, establishing, and
maintaining record keeping systems.
Such systems may include the farm rec-
ord book (Form FmHA 432-1, “Farm
Family Record Book”) available through
FmHA, other record books, or & suitable
system offered by a farm management
service, State Extension Service, or com-
mercial record keeping or accounting
service.

(3) The system selected must provide,
as a minimum, 8 record of the annual
cash flow, beginning and end .of year

<

balance sheets, and an income state- .

ment. Borrowers receiving EM loans of
$250,000 or more will be required to use
a record keeping system or accountlng
service which provides, as & minimum, a
monthly cash flow statement, beginning
and end of year balance sheets, and an
income statement. -

§ 1924.59 Supervision.

(a) Purpose. Supervision will be given
by the County Supervisor to protect the
Government’s interest and to assist the
borrower in accomplishing the purpose
of the loan.

(b) Resvonsibility-of County Supervi-
sor. 'The County Supervisor will deter-
mine and select the appropriate method
of supervision to be used in assisting each
borrower.

(c) Supervisory methods. Supervision
may be given through farm visits, review
of farm records, collateral inspections,
meetings with borrowers on an individ-
ual or group basis, letters, telephone,
media releases, etc. Cash flow analysis
and enterprise analysis should also be
used as supervisory methods when appli-
cable. A complete record of each visit,
meeting, or other contact will be made in
the case file running record, underscor-
ing those items which require followup
action.

(@) Farm visits. (1) A minimum of one
visit a year will be made by the County
Supervisor to borrowers who have been
indebted for less than one full erop year,
.or classified as problem cases. Borrowers
who have been delinquent more than 1
- year will be visited by the County Super-
visor, accompanied by the District Direc-
tor, unless this requirement is waived in
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writing by the State Director on an in-
dividual borrower basis following & re-
view of the annual county delinquent
and problem case review. In cases in-
volving borrowers with RH loans on non-
farm tracts, perlodic inspectlon ordi-
narily will be made only if foreclosure
action is likely to be taken, the property
has been abandoned, or when necessary
to protect the interest of the Govern-
ment.

(2) Visits will be coordinated with in-
spections of security property required
for the FmHA loan or loans owed by the
borrower.

(3) The County Supervisor will use the
fougswing priorities in scheduling routine
visits:

(1) Problem case borrowers.

(ii) Initial horrowers.

(iii) Borrowers recelving annual pro-
duction type loans.

(iv) Other borrowers.

§1924.60 Analysis.

(a) Purpose. Analysis by the County
Supervisor assists the borrower in a re-
view and evaluation of the farm opera-
tion ‘to determine progress, problems,
and corrective actions needed.

(b) Responsibilily of Counly Super-
visor. The County Supervisor will:

(1) Adjust the analysis to the needs
of each borrower and FmHA,

(2) Determine the date and place of
the analysis, and scheduling the analysils
at the time of year when the most ef-
fective results will be ohtained.
© (3) Document and report the results
of the analysis.

(i) Assist the borrower in completing
the “actual” plan for the current year
if necessary, and in recording a complete
plan for the next year.

(ii) Obtain copy of completed plans.
Make a complete entry in the case file
running record of results and agreé¢ments
reached during the analysls, underscor-
ing those ttems requiring followup action.

(c) Conducling analysis. An analysis
will be conducted for borrowers:

(1) Seriously delinquent or problem
cases.

(2) Experiencing financial and/or
production management problems.

(3) Reorganizing or implementing a
major change in operations which has
not been completed.

(4) At the end of the first full crop
year after receiving an initlal Operating
loan and each year thereafter until the
County Supervisor determines the hor-
rower is conducting the operation
satisfactorily.

§1924.61 Nonfarm enterprises.

This is any business enterprise which
supplements farm income by providing
goods or services for which there is a
need and a reasonably reliable market.
The same general policles covered in this
Subpart for giving management assist-
ance to an applicant or borrower on farm
loans will be followed in dealing with an
applicant or borrower on nonfarm enter-
prise loans. The appropriate plans and
record book will be substituted for the
nonfarm enterprise. Form FmHA 4314,
“Business Analysls Nonagricultural En-
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terprise,” and PmHA 432-10, “Business
and Family Record Book,” available at
most FmHA. offices can be used for these
purposes.

§1924.62 Siate supplements.

The State Director may supplement
this Subpart as necessary to:

(a), Assure that each area included
under the heading of management as-
sistance will be carried out uniformly and
effectively and to assign responsibilities
1o District Directors and other members
of the State staff.

(b) Obtain information needed in the
State abcut the performance of individ-
ual borrowers and the results of manage-
ment assistance carried out in each
County Office.

(c) Assure key farm management and
financial management practices are es-
tablished, and kept current in each
County Office.

§ 1924.63-1924.100 [Reserved]

Effective date: This regulation shall
become effective January 24, 1977.

Dated: January 6, 1977.

FraxE B. ELLIOIT,
Adminisirator,
Farmers Home Administration.

[FR Doe.T7-1962 Piled 1-21-77;8:45 am]

Title 14—Aeronautics and Space

CHAPTER 1-—FEDERAL AVIATION
ADMINISTRATION

[Docket No. 13243; Amdt. 36-6]

PART 36—NOISE STANDARDS: AIRCRAFT
'g:l;lEo lGND AIRWORTHINESS CERTIFI-

Noise Regulations for Propeller-Driven
Small Airplanes Submitted to the FAA
by the Environmental Protection Agency;
Notice of Declsion

Correction

In FR Dec. 76-37643 appearing on page
56056 In the issue of Thursday, Decem-
ber 23, 1976, on page 56064, the third
column, paragraph numhered (2) should
read as follows:

Section F36.111  Flight procedures.
E 2 * E L ] -

(b) s & &

(2)-At stabilized speed with propellers
synchronized and with the airplane in
crulse configuration, except that if the
speed at the power setting prescribed in
this paragraph would exceed the maxi-
mum speed authorized in level flight,
accelerated flight is acceptable.

{Dockef No. 75-NW-23-AD, Amdt, 33-2812]

PART 39—AIRWORTHINESS DIRECTIVES
Boeing 707 —-300, 400, -300B, -300C
Series Alrplanes

A proposal to amend Part 39 of the
Federal Aviation Regulations by adding
an airworthiness directive applicable to
the Boeing 707 -300, ~400, 3008, -300C
serles alrplanes was publshed in 41 FR
28714 and 41 FR 41711, There has been
significant cracking in the upper wing
skin gnd rear spar of these airplanes that
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results in loss of strength in the wing.
Interested persons have been afforded an
opportunity to participate in the making
of the amendment. Comments were re-~
ceived from the Air Transport Associa-
tion of America and The Boeing Com-
ﬁny, as well as from two foreign opera-

IS,

Several comments were made concern-
ing the fact that reference had been
made to- Boeing Service Bulletin No.
(5.B.) 3280 which had not as yet been re-
celved by the airlines. The NPRM com-~
ment perlod was extended to allow in-
terested parties time to review the serv-
ice bulletin, )

One operator suggested that the X-ray.
inspections of paragraph A be increased
to 530 landings in conjunction with o
suggested visuel inspection to be con-~
ducted at 265 landings rather than the
proposed 400 landing X-ray inspection.
‘The 400 landing inspection interval has
been changed to 500 landings, If an
operator shows that his Iinspection
methods, techniques, or experience are
adequate to elevate the repetitive inspec-
tion intervals, he may do so with ap-
proval of the Chief, Engineering and
Manufacturing Branch, FAA Northwest
Region upon contacting his ¥AA Prin-
cipal Malntenance Inspector per para-
graph H of the AD. Additionally, if an
operator can show that aircraft used
exclusively in passenger service should
have different inspection intervals, this
may be accommodated upon adequate
substantlation in accordance with para-
graph H of this AD.

Another  comment suggests that the
paragraph dealing with terminating ac-
tion be clarified and note that inspections
required by paragraph A.l, B.l.a. and
B.1b. need not be accomplished after
5.B. 2607 or S.B. 2427, Part X(a), have
been accomplished. F'AA believes the AD
1s clear as written.

An operator objected to paragraph D
of the NPRM requiring him to contact
the FAA Northwest Region if he had
accomplished modifications or repairs
which interfered with the required in-
spectlons. Paragraph C of the AD now
provides an alternative means of in-

_ spection and contacting the FAA North-.

west Reglon is not necessary.

An operator suggests that the AD in-
corporate provisions for fiying airplanes
with cracks present in accordance with
FAR 21.197. The AD has becn modified
accordingly. .

An operator objected that the NPRM
required accomplishment of S.B. 2607
together with S.B. 2892, Revislon 1. The
AD has been modified for clarity. Upon
accomplishment of the modifications in
accordance with SB. 2607 Part V, or VI,
the mandatory inspections noted in the
AD are terminated. Additionally, ter-
mination is possible if an airplane has
been modified in accordance with S.B.
2427, Part X(a), (Drawing 65-62721)
and S.B. 2892, Revision 1 adding the
longer splice angles at the fuel filler cap
area. The FAA recognizes that the ac-
complishment of 8.B. 2607 without the
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.accomplishment of S.B. 2892, Revision 1,

and the oversizing of S.B. 3239, may re-
sult in fatigue service lives less than
that of the adjoining structure. The FAA

feels, however, that the operators who

have made these modifications are aware
of the possible need for additional work
and will inspect in accordance with the
maintenance procedures which will lo-
cate small fatigue cracks should they
occur, If subsequent service experience
shows evidence of further significant
cracking, additional mandatory correc-
tive action may be necessary.

Another comment stated that the in-
clusion in the AD of the inspections and
rework of S.B. 2892, the oversizing of
the fasteners in the fuel filler cap fitting,
and the inspections of the wing skin out-
board of the beavertail stringers 1
through 12, iIs not supported by service

experience. During the FAA/Industry .

January 1976 meeting, as noted in the
Notice of Proposed Rulemaking, FAA
desired to combine existing mandatory
inspections of this wing skin with addi-
tional problem areas. These areas are in-
cluded in the AD as they have in fact
shown adverse service experience.

An operator suggested that his X-ray
inspections be used for inspecting the
wing skin and upper rear spar chord in
areas where external splice plates make
the use of low frequency eddy current
inspections impractical. If any operator
desires to use radiographic procedures,
he can submit his proposal to the Chief,
Engineering and Manufacturing Branch,

FAA Northwest Reglon as noted in the -

AD,

. An operator suggested that some
unique modifications should be con-
sidered equivalent to terminating action
specified by S.B. 2427, Part X(a) (Draw-
ing 65-62721). Paragraph G of the AD
provides for approval of unique modifi-
cations,

An operator suggested that higher in-
spection thresholds should be allowed for
aircraft which have had taper-lock fast-
eners Installed, wing skins and stringers
oversized, In accordance with S.B. 2892
and S.B. 2626. FAA recognizes such mod-
ifications and the AD gives appropriate
credit.

It was suggested that the AD incor-
porate the inspections of AD 74-15-03
which requires eddy current inspection
of four critical fasteners in the stringer
splice area of sfringers 10 and 11. FAA
does not agree.

An operator questioned the need for

the inspections and modifications under
the beavertail from stringer 12 to 14. The
FAA has eliminated this requirement
from the AD,
{Secs, 313(a), 601, 603, Federal Aviation Act
of 1958, (49 U.S.C. 1354(a), 1421, 1423); sec. 6
(¢), Department of Transportation Act (49
US0. 1655(c)).)

In consideration of the foregoing, and
pursuant to the authority delegated to
me by the Administrator (31 FR 13697,
§ 39.13 of the Federal Aviation Regula-
tions is amended by adding the following
new airworthiness directive: ,

BoeEmnG. Applies to Model 707 -300, 400,
-300B, -300C geries afrplanes cortifieated
in all categories listed in Boeing Service
Bulletin No, (8.B.) 3168 with more than
5Q00 landings.

Compliance required as indlented tinless
already accomplished,

A, Within the next 250 landings unless o
complished within the last 260 landingy and
at intervals thereafter not to excced 500
landings, accomplish the following:

1. X-ray inspect tho wing skin under the
beavertall for cracks from tho rear spar
through stringer No, 12 and tho rear spar
chord and the adjacent wing skin from tho
side of the body to W.S, 107 in accordance
with S.B. 3168, Rovision 1.

2. Wing skins and rear spar chords found
cracked are to bo repaired prior to further
fiight in accordance with 8.8. 2427 or 8.8,
2607. Inspections are to continue until tor«
minating action per.paragraph F of this AD
has been accomplished. -

B. Within the next 600 landings unless ace<
complished within the Inst 600 Iandings and
at intervals thereafter not to exceed 1200
landings, sccomplish the followling:

1. Using low frequency oddy current or 3=
ray inspection techntiques described in 8.8.
3280, inspect the following areas for crackd:

o. Rear spar upper chord and wing skin
g.'lzgng the rear spar from wing station 197 to

b. Wing skin and upper flango of tho
stringers from rear spar through stringer
No. 12, outbonrd (only) of the boavertall at
the stringer splico fastoners ns descrtbed in
8.8. 3280.

€. Wing skin and upper flanges of stringer

-Nos. 10 and 11 at the right and Ioft hand

Tuel filler cap fittings at W.S. 298 ag deseribod
in 83. 3280.

2. Wing skins, rear spar upper chords,
stringers and stringer splices found cracked
aro to be repaired prior to further fifght in
accordance with 8.B. 3280. Inspections aro to
continue untfl terminating aotion of para«
graph P of this AD is accomplished.

C. If rear spar and/or adjacont uppor wing
skin repairs or modifications interfore with
any of the inspections of parngraph A or B
of this AD, inspect a3 follows for cracks:

1. At the intorvals specified in paragraph A
or B of this AD (as apropriate to the aren in
which the required inspections are interfored
with), eddy current inspect the wing skin in
the area adjacent to the repairs,

2. At intervals not to exceed 4800 Inndings,
visually inspect tho exposed wing skin and
exposed upper rear spar chord from inside
and outside the wing.

D. Tor alreratt having tho fastenor holes
oversized in the fuel filler cap arca por Boo«
ing Service Bulletin 2892, the inspeotions of
paragraph B.l.c. of this AD may bo doferred
until the accumulation of 8000 landings after
the oversizing,

E. For alrcratt having tho fastoner holey
oversized outboard, under and through tho
beavertail in accordance with 8.8. 2620, Rovi«
slon 2, tho inspections of paragraph B.1.b. of
this AD and the inspections of paragraph Al
of this AD forward of tho rear spar to stringoer
12, may be doferred until the acoumulation of
6000 Iandings after the oversizing,

F. Terminating action for this AD is:

1. Installation of a new wing skin and ag«
sociated structure in accordence with 8.B.
2607, Parts V or VI, or

3. Installation of external doublers in aoe
cordance with 8.B. 2427, Part X(a) Drowing

'65-62731, and tho installation of tho longer

stringer splico angles.at tho fuel filler cop
ﬁlttinlgs in accordance with 8.B. 2803, Rovi«
slon 1.
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G. For alrplanes with rear spar and/or
upper wing skins already modified in ac-
cordance with S.B. 2427, Part X(a) Drawing

- 65-68302, or SB. 2606, -Revision 2, and 2626,
Revision 2 and 2731, or similar repairs the
threshold for the inspections of paragraph
A, B.la, and B.1b., of this AD may be de-
ferred upon submittal of airplane serial num-
ber, specific applicable modification accom=
plished, number of flights when modification
was made and current number of flights, to
the Chief, Engineerilng and Manufacturing
Branch, FAA Northwest Reglon.

H. Upon request of the operator, an FAA
Principal Maintenance Inspector, subject to
prior approval of the Chief, Engineering and
Manufacturing Branch, FAA Northwest Re-
gion, may adjust the repetitive inspection in-

tervals in this AD, If the request contalns

substantiating data to justify the increase
for that operator.

Y, Airplanes requiring repair or modifica~
tion prior to the next filght may be flown in
accordance with FAR 21.197 and 21.199 to B

. base where corrective action can be taken.

The manufacturer’s specifications and pro~
cedures identifie@ and described in this di-
rective are incorporated herein and made &
part hereof pursuant to 5 U.S.C. 552(a) (1).
References herein to manufacturer’s service
bulletins are current at the time of issuance
of this directive: In each instance where the
directive requires compliance with one or
more such service bulletins, the require-
ments of the directlve may also be met by
compliance with later FAA approved revie
slons of the applicable service bulletins, or
in a manner approved by the Chief, Engl-
neering and Manufacturing Branch, FAA
Northwest Reglon.

Al persong affected by this directive who
have not already received these documents
from the manufacturer may obtain coples
upon request to Boelng Commerclal Alrplane
Company, P.O. Box 3707, Seattle, Washington
98124, The documents may also be examined
at FAA Northwest Reglon. 9010 East Marginal
Way South, Seattle, Washington. -

This supersedes AD 68-7-3 (Amendment
30-571), AD 68-16-3 (Amendment 39-629),
and paragraph (e} of AD 64-11-1 (Amend-~
ment 39-629).

- This amendment becomes effective
February.22, 1977.

Nore—An. evaluation of the anticipated
impacts has been made, and it is expected
that the final regulation is nelther costly nor
controversial. The preparation of an Infintion
Impact Statement under Executive Order
11821 and OMB Circular A-107 is not re-
quired.

Issued in Seattle, Wash., January 12,
19717.

- C. B. Waix, Jr.,
Director, Northwest Region.

Nore—The Incorporation by reference pro~
visions in the document were approved by
the Director of the Federal Register. on
June 19, 1967. Y

[FR Doc.77-2072 Filed 1-21-77;8:45 am]

[Docket No. 76-NW-18-AD; -Amdt. 39-2811]
PART 39—AIRWORTHINESS DIRECTIVES
Boeing Madel 727 ~100 and -200 Series

Airplanes

_ A proposal to amend Part 39 of the
Federal Aviation Regulations to include
an airworthiness directive requiring en-
largement of the static port sensing holes
from 0.047"’ dia. to 0.125’ dia. on all Boe-
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ing Model 727 -100 and ~-200 series air-
planes was published in 76 FR 28418.

Interested persons have heen afforded
an opportunity to participate in the mak-
ing of the amendment. No objections
were raised to the enlargement of the
static port holes. However, the Air Trans-
port Assoclation (ATA) objected to the
proposed 2000 hour compliance time stat-
ing that the tooling, preclsion and care
needed to enlarge the static port holes
required this work be accomplished at
the operator’s major maintenance base.
To schedule aircraft into these mainte-
nance bases and meet the proposed 2000
hours compliance time would require
special aircraft routing and possible
fiight cancellations.

The FAA agrees that it Is highly desir-
able to extend the compllance time to
3000 hours so that the static port holes
may be enlarged by competent personnel
at a major mainfenance base to preclude
degradation of a critical system that
could affect information to both airspeed
and altimeter systems.

(Secs. 313(a), GO1, €03, Federal Avlation Act
of-1958 (49 U.8.C. 1354(a), 1421, 1423); see.
6(¢), Department of Transportation Act (49
US5.0. 1655(¢)).)

In consideration of the foregolng, and
pursuant to the authority delegated to
me by the Administrator (31 FR 136937),
§ 39.13 of the Federal Aviation Regula-
tions is amended by adding the following
new airworthiness directive:

_Boemg. Applies to Boelng Model 737-100
and -200 gerles airplanes certificated in
all eategorles with 0.047 dia. static cens-
ing holes.

Complance required within 3000 hours
time in service after the effective date of this
AD unless already accomplished.

‘To prevent Auctuations in airspeed and al-
titude information due to water being in-
gested and retained in the static port fittings,
enlarge the static port sensing holes from
0.047°* dia. to 0125/ din. in accordanco with
Boelng Service Bulletin 727-34-94 (to bo re-
leased) or later FAA approved service bulle-
tins, or in g manner gpproved by the Chief,
Enginecering and Manufacturing Branch, PAA
Northwest Reglon.

Boelng 727~100 alrplanes already incorpo-
rating Boeing S1B. 727-25-43, Revision 1,
dated March 4, 1968, with elbow fitting MS
21908D8, and Boelng 8.B. 737-34-57, dated
April 7, 1968, enlarging the static censing
holes, are in compliance with this AD,

Thoe manufacturer’s meclﬂatxons and pro-
cedures identified and descrited in this direc-
tive are Incorporated herein aud made & part
hereof pursuant to 5 US.0. §52(a) (1).

All persons affected by this directive who
have not already recelved thess documents

- from thoe manufacturer may obtaln coples
upon request to Boelng Commercial Alrplans
Company, P.O. Box 3707, Scattle, Washington
9812%4. Tho documents may also be examined
at FAA Northwest Reglon, 8010 East Marpinal
Way, South, Seattle, Washington.

Nore~An evaluatlon of the antlelpated
impacts has been mado akd it is expected
that the final regulation is neither costly nor
controversial. The preparation of an Inflation
Impact Statement under Execcutive Order
11821 and OMB Circular A-~107 is not ro-
quired.

This amendment becomes effective
February 22, 19717.
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Issued in Seattle, Wash., on January

12, 1977.
. C.B. WAk, Jr.,
Director,
Northwest Region.

Nore.—The incdrporation by reference pro-
visions in the document wers approved by
tltsxo llslé?ctoz of the Federal Reglster on June

[FR Do2.T7-2376 Filed 1-21-T7; 8:45 am}

[Docket No. T6-CE-T-AD, Amdt. 33-2810]
PART 39—AIRWORTHINESS DIRECTIVES
Cessna 210 Series Airplanes

Amendment 39-2517 (41 FR 7936), as
revised by Amendments 39-2556 (41 FR
11811), 39-2686 (41 FR 33245), and 39—
2767 (41 FR 49804), AD 76-04-01, is-an
Airworthiness Directive (AD), applicable
to certain Cessna 210 serles alrplanes
having Electrol manufactured Cessna

P/N 1280102 -1 and -2 or 1280501 -1 and

-2 main landing gear actuator assem-
blies. AD 76-04-01 requires the installa-
tion of Cessna Service Xit 1209005-1 R/L:
(improved spindle shafts in the aircratt’s
main landing gear actuators) in accord-
ance with Cessna Service Letter SE75-21.
The compliance time for AD 76-04-01
was revised in Amendment 39-2767 fo
within 100 hours’ time in service after
February 26, 1976, or February 1, 1977,
whichever occurs later. The Iast two re-
visions to AD 76-04-01 were the result
of parts unavailability. Information now
recelved from the manufacturer shows
that 1t is unable to supply a sufficient
number of parts until April 1, 1977, which
will not permit AD accomplishment for
all aircraft prior fo exhausting the cur-
rent compliance time specified in AD
76-04-01. Even the April 1, 1977, date is
contingent on owners/operators ordering
the necessary parts on a timely basis. In
addition, it is advantageous for owners/
operators to comply with both ADs 76—
04-01 and 76-14-07 at the same fime.
The latter AD, also applicable fo Cessna
210 serles airplanes, requires in part the
installation of improved landing gear
saddle fittings by April 1, 1977, or within
100 hours’ time in sarvice after August
16, 1976, whichever cccurs later. Conse-
auently the agency must welgh the alter-
natives of extending compliance for AD
76-04-01 to prevent the economic hard-
ship that would result from grounding
alrcraft and/or causing the disassembly
of the landing gear on two different oc-
casions In order-to comply with both
ADs versus the remote possibilify of an
adverse effect on safety that could result
from extending AD 76-04-01’s compli-
gnce time. In order to afford relief with-
out mnduly compromising safety the
agency believes it is in the public inferest
to again amend AD 76-04-01 to extend
its compliance time o April 1, 1977, and
permit affected aircraft to be operated in
the normal manner until the actuators
have been modified. With this revision,
the PAA belleves it has allowed ample
time for all concerned to comply with AD
76-04-01. Accordinsly, we anticipate no
{further extension of the compliance date
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and the manufacturer and owners/oper-
ators are hereby put on notice to act
expeditiously.

Since this amendment is rehevmg in
nature, notice and public procedure here-
on are not necessary and the amend-
ment may become eﬁ‘ective in less than
thirty (30) days.

The FAA has determined that this
document does not contain a major pro-
posal requiring preparation of an Infla-
tion Impact Statement under Executive
Order 11821 and OMB Circular A-107.

In consideration of the foregoing and
pursuant to the authority delegated to
me by the Administrator 14 CFR 11.89
(31 FR 13697), § 89.13 of Part 39 of the
Federal Aviation Regulations, Amend-
ments 39-2686, 39-2767, AD 76-04-01, is
revised in the following respects:

1. In the paragraph immediately pre-
ceding Note 1, delefe the date “February
1, 19777, and insert in its place the date
“April 1, 1977,

2. In Note 3 delete the date “October
31, 1976.” and insert in its place the date
“April 1, 1977.”.

'This amendment, 39-2810, becomes
effective January 27, 1977, and supple-
mel;ts Amendments 39—2686 and 39-
a76

(Secs. 313(a), 601, 603, Federal Aviation Act
of 1958, (40 U.B.C. 1354(a), 1431, 1423), sec.
6(c), Department of Transportation Act (49
U.8.0. 1655(c)).)

Issued in Kansas Cxty, Mo., on January -

12, 19717. .
C. R. MELUGIN, JT.;
‘ Director, Central Region.

[FR Doc¢.77-2077 Filed 1-21-77;8:45 am}

{Docket No., 76-CE-34-AD; Amdt. 39-2813])

PART 39—AIRWORTHINESS DIRECTIVES
Certain Beech Model Airplanes

A proposal to amend Part 39 of the.
Federal Aviation Regulations to include
an Alrworthiness Directive (AD) appli-
eable to Beech Models E55, E55A, A56TC,
58, 58A, 60, A60, 65-B80, 70, B90, C90,
E90, 95-B55, 95-B55A, 100 and A100 air-
planes which are equipped with non-ex-
plosion proof wing tip strobe lights, was
published in the ¥ep=rAL REGISTER on
November 18, 1976 (41 FR 50840, 50841).
This proposal, if adopted, would require
.that strobe light systems having strobe
lights that are not explosion proof be de-
activated until the lights are replaced
with explosion proof strobe lights.

Interested persons have been afforded
the opportunity to participate in the
making of the amendment. Two com-
ments were received, both of which were
from strobe light manufacturers. While
neither commentator objected to the pro-
posal, both submitted part numbers of
additional wing tip strobe lights which
are explosive proof and which may be in-
stalled in the above referenced airplanes.
The FAA agrees that the strobe lights
identified by the manufacturers, if in-
stalled on the subject aircraft, should be
identified in the Final Rule and are ex-
cepted from its applicability.

RULES AND REGULATIONS

Although this amendment modifies the
original proposal, it provides clarifica-
tion, is relieving in nature and is in the
interest of safety. Accordingly, no fur-
ther notice and public procedure hereon
are necessary. )

The FAA has determined that this
* document does not contain a major pro-
posal requiring preparation of an Infla-
tion Impact Statement under Executive
Order 11821 and OMB Circular A-107.

In consideration of the foregoing and
pursuant to the authority delegated to
me by the Administrator, 14 CFR 11.89
(31 FR 138697), § 39.13 of Part 39 of the
Federal Aviation Regulations is amended
by adding the following new AD.

BeecH. Applies to the following Beech Models
and Serial Numbers of airplanes if
equipped with wing tip strobe lights, ex-
cept those alrplanes having Grimes Man-
ufacturing Company (Grimes) P/Ns 30~
1467-1, 30-1467-3, 30-1467-5, 30-0467-5,
30-0531-1 or 30-0692-1, Symbolic Displays
P/N '701148-7-2, and Whelen Engineering
Company P/Ns A429, A429PR, A429PG,
A430, A450, A460, A460A, or A500 wing
tip strobe lights installed.

Models: serial Nos.
E55 and E55A--.. 'TE-768 through TE-903,
AS6TCm e TG-84 through TG-94.
58 and 58A.._ .. TH=1 through TH~302.
60 and 60A. ... P-3 through P-222.
66-B80 e cmeee ILD-270 through LD-480.
0 e LB-1 through LB-35,
B90 and C80.___. LJ-818 through LJ-502.
B0t LW-1..
95-B56 and 95— TC-1299 through TC-
B55A. 1525
- 100 and A100---- B-1 through B-157.

Compliance: Required as indicated, unless
already accomplished.

To preclude wing tip explosion, within the
next 100 hours’ time in service after the
effective date of this AD, accomplish the fol-
lowing:

1. Visually inspect the wing tip strobe
lights to determine whether Grimes P/N
80-0669-1 or Hoskins P/N 30-0187-21 strobe
lights or any other strobe lights other than
those excepted above are installed.

2. On those airplanes having non-explosion
proof strobe lights such as Grimes Manufac-
turing Co. P/N 30-0669-1, Hoskins P/N 30—
0187-21 or strobe lights other than those
excepted by this AD, deactivate the strobe
light system by installing & guard over the
switch, by pulling and blocking the circuit
breaker so that it cannot be inadvertently
reset, or by any other suitable means.

3. Systems having Grimes Manufacturing
Co. P/N 30-0669-1 or Hogkins P/N 30-0187-21
strobe lights, may be reactivated upon the
installation of either Grimes Manufacturing
Company P/N 30-1467-1 explosion proof
strobe lights in accordance with Beechcraft
Service Instructions 0800-362 or later ap-
proved revisions, or upon the installation of
any explosion proof strobe lights excepted
by this AD.

4. Do not reactivate strobe light installa-
tions, other than those modified per .Para~
graph 3, until data showing that the strobe
lights are explosion proof have been sub-
mitted to and approved by the Chief, Engl-
neering and Manufacturing Branch or Divi-
sion of the FAA Region issuing the original
strobe light approval.

5. Any equivalent method of compliance
with this AD must be approved by the Chief,
Engineering and Manufacturing Branch,

FAA, Central Region,

This amendment becomes effective,
February 24, 1977.
(Secs. 313(a), 601, 603, Fedoral Avintion Act
of 1038 (49 U.S.0. 1354(n), 1421, 1423); seo.
6(c), Department of Transportation Aot (49
U.8.C. 1665(c)).)

Issued in Kansas City, Mo., on Janu-
ary 13, 1971.
C. R. MELUGIN, Jr.,
Director, Ceniral Region.
[FR Doc.77-2078 Flled 1-21-77;8:45 am}

[Docket No. 76-CE-27-AD, Amdt. 39-28106}

PART 39——-AIRWORTHINESS DIRECTIVES
Cessna 401, 402 and 411 Series Airplanes

A proposal to amend Part 39 of the
‘Federal Aviation Regulations to include
an Airworthiness Directive (AD) appli-
cable to Cessna 401, 402 and 411 series
airplanes was published in the FeperaL
REecIsTER on October 18, 1976 (41 FR
45848) . The proposed AD would require
repetitive eddy curent inspections in ac-
cordance with Cessna Service Letter
MET6-19 to detect fatigue cracks that
may have developed in critical ateas of
the wing front spar lower cap on these
series airplanes and the repair or re-
placement of cracked components pur«
suant to instructions provided by the
manufacturer.

Interested persons were afforded an op-
portunity to participate in the making of
the amendment. No adverse comments
were received.

‘The FAA has determined that this doc-
ument does not contain a major proposal
requiring preparation of an Inflation Im-
pact Statement under Executive Order
11821 and OMB Circular A-107,

In consideration of the foregoing and
pursuant to the authority delegated to me
by the Administrator 14 CFR 11.89 (31
FR 13697), § 39.13 of Part 39 of the Fed-
eral Aviation Regulations is amended by
atding the following new AD.

CessNaA. Applies to 401, 402 and 411 Serles
Afrplanes,

Compliance: Required as indicated, unlcqs
already accomplished.

- To detect fatigue cracks in crmcal coms
ponents of the wing structure, accomplish
the following:

(A) On all 401 and 402 sorles afrplanes:
Within 200 howrs’ time in service after the
effective dante of this AD on alreraft with
10,800 or more hours’ time in gervice, or upon
the accumulation of 11,000 hours' time In
service for alrcraft with less than 10,800
hours’ time In service and at each 1,000
hours' time in service interval thoreafter, and

On all 411 series alrplanes: Within 200
hours’ time in service after tho effective date
of this AD on aircraft with 8,800 or more
hours’ time in service-or upon the accumttla=-
tion of 9,000 hours’ time in sorvice for alr-
craft with less than 8,800 hours' time in
service and at each 1,000 hours® time in serv-
ico intervdal thereafter. Inspect the front
wing spar lower cap and wing front s Em‘
root attach fittings for fatigue cracks
eddy current inspeotion methods at ton (10)
locations along the wing front spax lower cap
(5 locations on the right wing anad & identical
locations on tho loft wing) in accordance
with Cessna Servico Letter ME76-10, dated
August 23, 1976, or later approved rovistons,
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The ten locations are clearly defined in sald
service letter.

(B) If cracks are found as & result of any
inspection performed pursuant to Paragraph
A, prior to further flight, contact Cessna Alr-
craft Corporation for repair or replacement
instructions approved in accordance with its
Delegation Option Authorization and sat-
isfactorily perform sald Instructions.

(C) Inspection intervals set forth in Para-
graph A may be adjusted up 50 hours' time in
service to 250 hours and 1,050 hours’ respec-
tively to allow sald inspections to be per-
formed at regularly scheduled inspections or
maintenance perlods.

(D) Any equivalent method of compliance
with this AD must be approved by the Chief,
Englneerlng and DManufacturing Branch,
FAA, Central Reglon.

This amendment becomes effective
February 28, 1977.
(Secs. 313(a), 601, 603, Federal Aviation Act
of 1958, (49 U.S.C. 1354(a), 1421, 1423);
sec, 6(c), Department of Transportation Act
{49 T.S.C. 1655(c)))

Issued in Kansas City, Mo., on Janu-
ary 14, 19717.
.. C. R. MELUCGIN, JT.,
Director, Central Region.
[FR Doc.77-2079 Filed 1-21-77;8:46 am]

- [Alrspace Docket No. 76-PC-5]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES, CON-
;g?NL_lr.go AIRSPACE, AND REPORTING

Revocation of Control Zone and Transition
- Al'ea .

The purpose of this amendment to
Part 71 of the Federal Aviation Regula-
tions is to revoke the Johnston Island,

Johnston Atoll control zone and transi--
* tion area.

The control tower at this location has
been decommissioned and the terminal
operations have been reduced to the ex-
tent that the control zone and transition
area are no longer required. .

Since this action involves, in part, the
revocation of designated controlled air-
space outside the United States the Ad-
ministrator has consulted with the Sec-
retary of State and the Secretary of De-
Yense in accordance with the provisions
of Executive Order 10854. .

Beeause this airspace is no Ionger used
for the purpose for which it was desig-
nated, it is a minor matter in which the
public would have no particular desire to
comment. For this reason, notice and
public procedure thereon are unneces-
sary.

Smce this action returns airspace to
pubhc use and it is desirable to incor-
porate this change in the regulations to
correctly reflect current airspace use,
good reason exists for making this change
effective on less than 30 days notice.

In con51dera.tion of the foregoing, Part
71 of the Fedéral Aviation Regulations is
amended, effective on January 24, 1977,
ashereinaftef set forth.

In §71.171 (42 FR 355) Johnston Is-
Iand, J ohnston Atoll title and text is de-
leted.

RULES AND REGULATIONS

In §71.181 (42 FR 440) Johnston Is-
land, Johnston Atoll title and text is de-
leted. )

(Secs. 307(a), 1110, Federal Aviation Act of

1958, (49 U.S.C. 1348(a), 1510), Exccutive

Order 10854 (24 FR 8565); see. 6(c), Depart-

x(nr.;x;t; of Transportation Act (49 U.S.C. 1656
()

Issued in Washington, D.C., on Janu-
ary 13, 1977.
WiLLiAx E. BROADWATER,
Chief, Airspace and Air
Trafllc Rules Division.

[FR Doc.77-2073 Flled 1-21-77;8:45 am]

[Alrspace Docket No. 76-PC-0]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES, CON-
TP%IOI‘IJ-TLSD AIRSPACE, AND REPORTING

Revocation of Gontrol Zone and Transition
Area

The pwrpose of this amendment to
Part 71 of the Federal Aviation Regula-
tions is to rescind the control zone and
transition area at Wake Island.

The control tower at this location has
been decommissioned for some time and
the terminal operations have been re-
duced to the extent that the control zone
and transition area are no longer justi-
fied as an airspace assignment.

Since this action involves, in part, the
revocation of designated controlled air-
space outside the United States the Ad-
ministrator has consulted with the Sec-
retary of State and the Secretary of De-
fense in accordance with the provisions
of Executive Order 10854.

Because this airspace is no longer used
for the purpose for which it was desig-
nated, it is 2 minor matter in which the
public would have no particular desire to
comment. For this reason, notice and
public procedure thereon are unneces-

sary.

Since this action returns airspace to
public use and it is desirable to incor-
porate this change in the regulations to
correctly reflect current afrspace use,
good reason exists for making this change
effective on less than 30 days notlce.

In consideration of the foregoing, Part
71 of the Federal Aviation Regulations is
amended, effective on January 24, 1977,
as hereinafter set forth.

In §71.171 (42 FR 355) Wake Island
title and text is deleted.

In §71.181 (42 FR 440) Wake Island

title and text is deleted.
(Sec. 307(a), 1110, Federal Aviation Act of
1958 (49 U.B.0. 1348(a), 1510), Executive
Order 10854 24 FR 95G5); cec. 6(c), Dopart~
ment of Transportation Act (49 U.S.0.
1655(¢))

Issued in Washington, D.C., on Janu-
ary 13; 19717.

WiLr1ax: E. BROADYWATER,
Chief, Airspace and Air
Traflic Rules Division,

[FR Doc.77-2074 Filed 1-21-77;8:45 am]
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[Alrspace Docket No. 76-SW-481

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES, CON-
’;Rb(,)rl‘._rl.gD AIRSPACE, AND REPORTING

PART 75—ESTABLISHMENT OF JET
ROUTES AND AREA HIGH ROUTES

Alteration of Ainvays, Jet Routes and Area
High Routes; Correction

In FR Doc. T6-37737 appearing at page
55863 in the FepErat. REGISTER of Decem-~
ber 23, 1976, paragraph 3. In $75.100 is
corrected in the third line of that para-
graph by deleting “INT Humble 347°"”
and substituting “INT Humble 349",

Issued in Washington, D.C., on Jan-
uary 12, 19717,

WILLIAM E. BROADWATER,
Chief, Airspace ang Air
Traffic Rules Division.

[FR Doc.17-2075 Piled 1-21-77;8:45 am]

CHAPTER II—CIVIL AERONAUTICS
BOARD

SUBCHAPTER A—ECONOMIC REGULATIONS
[Regulation ER-583, Amdt. 7]

PART 207—CHARTER TRIPS AND SPECIAL
SERVICES

Editorial Amendment

Adopted by the Civil Aeronsutics Board
gt 1;'5 office iIn Washington, D.C. January
8, 1977.

Effective: February 14, 1977.
Adopted: January 18, 1977.

Part 207 of the Board’s Economic Reg-
ulations provides for charter trips by
U.S. certificated scheduled air carriers.
This editorial amendment is being is-
sued to correct a reference in § 207.11¢b)
(3) to Part 297, and particularly § 297.23
of the same chapter. The Board, by -
adoption of ER-917, dated June 27, 1975,
consolidated, recodified, and revised
Parts 296 and 297 of the Economic Reg-
ulations. The consolidation was accom-~
plished by revising Part 296 fo include
the substantive content of Parts 296 and
297 and by republishing the revised Part
296. Therefore, §207.11¢(b)(3) is being
amended to reflect the consolidafion of
Part 207 Info Part 296, and particularly
§ 207.23 into § 296.41.

This editorial amendment is issued by
the undersigned pursuant to delegation
of authorify from the Board to the Gen-
eral Counsel, in 14 CFR §385.19, and
shall become effective on February 14,
1977. Procedures for review of this
amendment are set forth in Subpart C of
Part 385 (14 CFR 3§§385.50 through
385.54).

Accordingly, the Board hereby revises
$207.11(b) (3) to read as follows:

§207.11 Charter flight Iimitations.

(b).. LI 4 . : )
L L 4 - - E

(3) By an alr frelght forwarder or in-
ternational air freight forwarder hold-

FEDERAL REGISTER, VOL 42, NO. 15—MONDAY, JANUARY 24, 1977



<o

4118

ing a currently effective operating au-
thorization under Part 296 of this sub-
chapter for the carriage of property in
air transportation; by a person author-
jzed by the Board to transport by air
used household goods of personnel of the
Department of Defense; or, with respect
to flights from the United Stdtes in for-
eign air transportation, by & foreign air

freight forwarder holding a currently ef-
fective foreign air carrier permit issued

by the Board under section 402 of the
Act, and, with respect to flights to the
United States in foreign air transporta-
tion, by any forelgn air freight forward-

er who has complied with the provisions"

of § 296.41 of this chapter;
* % £ * *

(Sec, 204(a), Federal Aviation Act of 1958, as
amended, 72 Stat. 743 (49 U.8.C. 132¢). Reor-
ganization Plan No. 3 .of 1961, 756 Stat. 837,
26 FR 5889 (49 U.S.C. 1324 (note)).) .

By the Civil Aeronautics Board:

JaMES C. SCHULTZ,
General Counsel.

[FR Doc.77-2168 Filed 1-21-77;8:45 am]

[Reg. ER~984, Amdt. 7]

PART 208-—~TERMS, CONDITIONS, AND
LIMITATIONS OF CERTIFICATES TO EN-
GAGE IN SUPPLEMENTAL AIR TRANS-
PORTATION

Charter Flight Limitations
Adopted by the Civil Aeronautics

Board at its office in Washington, D.C., .

January 18, 1977.
Effective: February 14, 1977.
Adopted: January 18, 1977,

Part 208 of the Board’s Economic Reg-
ulations provides for charter trips by
U.S. supplemental air carriers. This edi-
torial amendment is being issued to cor-
rect a reference in § 208.6(b) (3) to Part
297, and particularly § 297.23 of the same
chapter. The Board, by adoption of ER~
917, dated June 27, 1975, consolidated, re-
codified, and revised Parts 296 and 297
of the Economic Regulations, The con-
solidation was accomplished by revising
Part 296 to include the substantive con-
tent of Parts 296 and 297 and by repub-
lishing the revised Part 296. Therefore,
§ 208.6(b) (3) is being amended to reflect
the consolidation of Part 297 into Part
296, and particularly §§297.23 into

296.41.

This editorial amendment is issued by

the undersigned pursuant to delegation’

of authority from the Board to the Gen-
eral Counsel, in 14 CFR 385.19, and shall
become effective on February 14, 1977,
Procedures for review of this amendment
are set forth in Subpart C of Part 385
(14 CFR 385.50 through 385.54).

Accordingly, the Board hereby amends
§ 208.6(b) (3) to read as follows:
§ 208.6 Charter flight limitations.

* * * R *

(b) * & % -

(3) By an air freight forwarder or in-
ternational air freight forwarder holding
a currently effective operating authori-
zation under Part 296 of this subchapter
for the carriage of property in air trans-
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portation; by & person authorized by the
Board to transport by air used household
goods of personnel of the Department of
Defense; or, with respect to flights from
the United States in foreign air trans-
portation, by a foreign air freight for-
warder holding a currently effective for-
eign air carrier- permit issued by the
Board under section 402 of the Act, and,
with respect to flights to the United

States in foreign air -transportation, by -

any foreign air freight forwarder who
has complied with the provisions of
§ 296.41 of -this chapter; -

® * = * *
(Sec. 204(a), Federal Aviation Act of 1958,
as amended, 72 Stat, 743; (49 U.S.C. 1324).
Reorganization Plan-No. 3 of 1961, 76 Stat.

. 837, 26 FR 5989; (49 U.S.C. 1324 (note)).)

By the Civil Aeronautics Board. .

. JAMES C, SCHULTZ,
General Counsel.

[FR Doc.77-2167 Filed 1—’21—77;8:45 am]

’

I

[Regulation ER-982, Amdt. 56]

PART 288—EXEMP’TIbN OF AIR CARRIERS

FOR MILITARY TRANSPORTATION
Editorial Amendment

Adopted by -the Civil Aeronautics
Board at its office in Washington, D.C.,
January 18, 1977,

Effective: February 14,.1977.
Adopted: January 18, 1977.
By ER-962, adopted July 27, 1976, 41

.FR 32208, the -Board amended Part 288

of the Economic Regulations (14 CFR
Part 288) establishing new rates for
foreign and overseas air transportation
services performed by air carriers for the
Department of Defense (DOD) and
procured by the Military Airlift Com-
mand (MAC). Subsequently the Board
issued Order 76-12-35, December. 7, 1976,
announcing its disposition of a petition
for reconsideration of ER-962 and in-
cluding its determination to amend
ER~962 by revising the effective date
thereof to July 27, 1976.

This Editorial Amendment is being
issued in order-to have reflected in the
codification of thé Board’s Economic
Regulations sald revised effective date
of the regulation promulgated by
ER-962. .

This Editorial Amendment is issued by
the undersigned pursuant to delegation

of authority from the Board to the Gen- -

eral Counsel, in 14 CFR 385.19, and shall
become effective on February 14, 1977.
Procedures for review of this amend-
ment are set forth in Subpart C of Part
385 (14 CFR 385.50 through 385.54).

- Accordingly the Board hereby amends
ER~-962 by revising the effective date
thereof to July 27, 1976.

(Sec. 204(a), Federal Aviation Act of 1958,
as amended, 72 Stat. 743 (49 U.S.C. 1324).
Reorganization Plan No. 3 of 1961, 756 Stat.
837, 26 FR 5989 (49 U.S.C. 1324 (note)).)

By the Civil Aeronautics Board:

James C, SCHULIZ,
: General Counsel.
[FR Doc.77-2169 Filed 1-21-77;8:45 am]

Title 16—Commercial Practices

CHAPTER I—FEDERAL TRADE
COMMISSION

[Docket No. C-2866)

PART 13—PROHIBITED TRADE PRAC-
TICES, AND AFFIRMATIVE CORRECTIVE
ACTIONS

American Academy of Orthopaedic
Surgeons

Subpart—Combining or conspiring:
§13.430 To enhance, maintain or unify
prices; §13.470 To restrain or monop-
olize trade. Subpart—Corréctive actions
and/or requirements: § 13.633 Correo-
tive actions and/or requirements; 13,5633~
53 Recall of merchandise, advertising
material, efc. Subpart—Maintaining ro-
sale prices: §13.1155 Price schedules
and announcements.

(Sec. 6, 38 Stat. 721; 16 U.8.0. 406. Interproty
or apples sec. 5, 38 Stat. 719, as amended;
15 U.8.C. 45.)

In the Matter of the American Acadety
of Orthopaedic Surgeons, ¢ Corpo«
ration

Consent order requiring a Chicago, Ill.,
professional association, smong other
things to cease publishing, promulgating
and participating in the development of
relative value scales which have the ef-
fect of establishing prices for medical
and surgical services. Respondent iIs re-
quired to permanently cancel, repeal, ab-
rogate and withdraw any and all relative
value scales heretofore developed or dis-
seminated and send coples of this order
to association members and certain
third-party payers together with o re-
quest for the return of all coples of rela~
tive value scales in thelr possession,

‘The order to cease and desist, includ-
ing further order requiring report of.
compliance therewith, is as followg: ?

ORDER
1

A. The term “relative value scale”
means any list or compilation of surgi-
cal and/or medical procedures and/or
services which sets forth comparative
numerical values for such bprocedures
and/or services, without repard
whether those values are expressed in
monetary or non-monetary terms,

B. The term “AAOS” means the
American Academy of Orthopaedic Sur~
(geons.

C. The term “Effective date of this
order” means the date of service of this
order.

bo s

~ Itis ordered that AAOS, its successors,
or assiens, and its officers, agents rep-
resentatives and employees, directly or
through any corporation, subsidiary, di-
vision, or other device, shall: ¢

A. Cease and desist from directly or
indirectly initiating, originating, devel-
oping,. publishing, or circulating the
whole or any part of any proposed ox ex=
isting relative value scale(s);

1Copies of the Complaint, Doclsion nnd
Order, and Appendices filed with the original
document.
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B. Cease and desist from directly or
indirectly advising in favor of or against
the use of, or contributing to the whole or
any part of any proposed or existing rel-
ative value scale(s) ; Provided, however,
That nothing contained herein shall pro-
hibit AAOS from furnishing testimony
to any government body, committee, or
instrumentality, or from furnishing to
any third party or government body,
committee, or instrumentality such in-
formation as may be requested; to the
extent, however, that such information
or testimony may bear directly or in-
directly on compensation levels for or-
thopaedic services or procedures, it shall
be Iimited to historical data, free of edit-
jng or interpretation, and shall be com-
pletely described .as to methodology.

C. Permanently cancel, repeal, abro-
gate, and withdraw any and all relative
value scales which it has heretofore de-
veloped, published, circulated, or dis-
seminated;

D. Within thirty (30) days after the™
effective date of this order, distribute by
first class mail a copy of the Commis-
sion’s Complaint and order in this mat-
ter, as well as a letter, in the form shown
in Appendix “A” to this order, to each
of its Fellows and to each of the third-
party payers and others listed in Appen-
dix “B” to this-order, instructing such
third-party payers and others fo return
to AAOS all copies of AAOS relative
value scales in their possession.

- - m
-It is further ordered that AAOS shall
notify the Commission at least thirty
(30) days prior to any proposed change
in its organization which might affect
compliance obligations under this order,
such as, but not limited to, dissolution,,
the emergence of & successor corpora-
tion, and the creation and/or dissolution
of subsidiaries.
w
. It is further ordered that AAOS shall
within sixty (60) days after the effective
date of this order, file with the Com-
mission a written report showing in de-
tail the manner and form of its compli-
ance with each of the provisions of the
order. .
. v
Nothing in this order shall be con-
strued to exempt The American Academy
of Orthopaedic Surgeons from complying
with the antitrust laws or the Federal
Trade Commission Act. The fact that any
activity is not prohibited by this order
shall not bar a challenge to it under such
laws.

The Decision and Order was issued by
the Commission December 14, 1976,

JouN F. DuGAN,
\Acting Secretary.

[FR Doc.77-2060 Filed 1-21-77:8:45 am]
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[Docket No, C-2855]

PART 13--PROHIBITED TRADE PRAC-
TICES, AND AFFIRMATIVE CORRECTIVE
ACTIONS

American College of Obstetricians and
Gynecologists

Subpart—Combining or conspiring:
§ 13.430 To enhance, maintain or unify
prices; § 13.470 To restrain or monop-
olize trade. Subpart—Corrective actions
and/or requirements: §13.533 Correc-
tive actions and/or requirements; 13.533~-
53 Recall of merchandise, advertising
material, etc. Subpart—Maintaining re-
sale prices: §13.1155 Price schedules
and announcements.
(Sec. 6, 38 Stat. 721; 16 U.S.C. 46. Interprets
or applies sec. §, 38 Stat. 719, as amended;
15 US.C. 45.)

In the BMatter of the American College
of Obstetricians and Gynecologists,
a Corporation

Consent order requiring & Chicago, 1il,,
professional association, among other
things to cease publishing, promulgating
and participating in the development of
relative value seales which have the effect
of establishing prices for medical and
surgical services. Respondent Is required
to permanently cancel, repeal, abrogate
and withdraw any and all relative value
scales heretofore developed or dissemi-
nated and send coples of this order to
association members and certain third-
party payers together with a request for
the return of all coples of relative value
scales.

The order to cease and desist, includ-
ing further order requiring report of
compliance therewith, is as follows:?

ORDER
I

A. The term “relative value scale”
means any list or compilation of surgical
and/or medical procedures and/or serv-
ices which sets forth comparative nu-
merical values for such procedures and/
or services, without regard to whether
those values are expressed in monetary
or non-monetary terms.

B. The term “ACOG" means the Amer-
ican College of Obstetriclans and Gyne-
cologists.

C. The term “effective date of this
order” means the date of service of this
o

It is ordered that ACOG, its successors,
or assigns, and its officers, agents, repre-
sentatives and employees, directly or
through any corporation, subsidiary, di-
vision, or other device, shall:

A. Cease and desist from directly or
indirectly initiating, originating, devel-
oping, publishing, or circulating the
whole or any part of any proposed or
existing relative value scale(s) ;

1Coples of the Complaint, Declsion and
Order, and Appendices filed with the original
document.,
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B. Cease and desist from directly or in-
directly advising in favor of or against
the use of, or contributing to the whole
or any part of any proposed or existing
relative value scale(s): Provided, how-
ever, That nothing contained herein
shall prohibit ACOG from furnishing
testimony to any government body, com-
mittee, or instrumentality, or from fur-
nishing to any third party or government
body, commitfee, or instrumentality
such information as may be requested;
to the extent, however, that such in-
formation or testimony may bear direct-
Iy or indirectly on compensation levels
for obstetrical or gynecological services
or procedures, it shall be limited to his-
torical data, free of edifing or interpre-
tation, and shall be completely described
as to methodology;

C. Permanently cancel, repeal, abro-
gate, and withdraw any and all relative
value scales which it has herefofore de-
veloped, published, circulated, or dis-
seminated;

D. Within thirty (30) days affer the
effective date of this order, distribute by
first class mail & copy of the Commis-
slon’s complaint and order in this mat-
ter, as well as a letter, in the form shown
in Appéndix “A” to this order, to each of
its Fellows and fo each of the third-
party payers and others listed in Ap-
pendix “B” fo this order, instructing such
third-party payers and others to return
to ACOG all coples of ACOG relative
value scales in their possession.

pass

It 1s further ordered that ACOG shall
notify the Commission at least thirty
(30) days prior to any proposed change
in its organization which might affect
compliance oblizations under this order,
such as, but not limited to, dissolution,
the emergence of a successor corpora-
tion, and the creation and/or dissolu-
tion of subsidiaries.

v

It Is further ordered that ACOG-shall,
within sixty (60) days after the effective
date of this order, file with the Commis-
slon a written report showing in detail

the manner and form of its compliance
with each of the provisions of the order.

v

Nothing in this order shall be con-
strued to exempt the American College
of Obstetricians and Gynecologists from
complying with the antitrust laws or the
Federal Trade Commission Act. The fact
that any activity is not prohibited by this
order shall not bar a challenge to it under
such laws.

‘The Decision and Order was issued i)y
the Commission December 14, 1976.

Joux F. DucaN,
Acting Secretary.

[FR Doc.77-2061 Piled 1-21-77:8:45 am] -
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Title 17—Commodity and Securities
Exchanges

CHAPTER 1-—-COMMODITY FUTURES
TRADING COMMISSION

PART 1—GENERAL REGULATIONS UNDER
THE COMMODITY EXCHANGE ACT

PART 155—TRADING STANDARDS

Trading Standards for Floor Brokers and
Futures Commission Merchants and
Records of Cash Commodity and Fu-
tures Transactions; Extension of Com-
ment Period

The Commodity Futures Tradmg Com-
mission (“Commission”) announced to-
day the extension of the comment period
from January 21, 1977 to February 22,
1977 for new Part 155, Trading Stand-
ards; amendments to § 1.35, Records of
Cash Commodity and Futures Transac-
tions; - and proposed amendments to
§§ 1.35 and 155.3 of the regulations under
the Commodity Exchange Act, as
amended (“Act”). In addition, the im-
plementation date for new Part 155 was
deferred from February 14, 1977 to
March 16, 1977. The June 13, 1977 im-
plementation date for the amendments
to regulation 1.35 was not changed.

On December 23, 1976, the Commission
adopted a new Part 155, establishing
trading standards for floor brokers-and
for those futures commission merchants
which are members of a contract market.
41 FR 56134 (December 23, 1976). The
scheduled effective date for Part 155 was
listed in the FEDERAL REGISTER release as
February 14, 1977.

In that release, the Commission also
announced the adoption. of certain
amendments to the recordkeeping re-
quirements imposed upon contract mar-
kets by § 1.35. These amendments require
contract markets, among other things, to
maintain a record of the time sequence
of transactions on the contract market.
The amendments to § 1.35 are scheduled
to take effect on June 13, 1977.

While the Commission determined to
adopt these rules in the form as pub-
lished, the Commission announced that
it would “consider any comments on the
new regulations submitted by interested
persons on or before January 21, 1977, in
determining whether any further or dif-
ferent actions should be taken with re-
spect to any of fhe matters dealt with
in these regulations.” 41 FR 56144,

In g separate FEDERAL REGISTER release
issued the same day as the newly adopted
regulations, the Commission proposed
certain additional amendments to regu-
lations 1.35 and 155.3. 41 FR 55887 (De-
cember 23, 1976) . These proposed amend-
ments would (i) extend the requirements
of regulation 155.3 to futures commis-
sion merchants which are not members
of any contract market; (il) require each
member of a contract market to make
a specific written record of all orders he
receives on the floor of the contract mar-
ket, for the account of another person,
includmg the date and time to the near-
est minute each order is received, where
such orders are“not received in appro-
priate written form; and (iil) require
each contract market to adopt a rule re-
quiring that certain information on the
opposite sides of each trade accurately

RULES AND REGULATIONS

correspond before the trade is accepted
for clearance by the clearing organiza-
tion which clears trades for the contract
market. The Commission announced that
it would consider all comments pertain-
ing to the proposed rules which it re-

" ceived on or before January 21, 1971.

Interested persons have requested that
the Commission extend the effective date
of newly adopted Part 155 and the
amendments to §1.35 and that the com-
ment period for these regulations and the
proposed amendments to §§1.35 and
155.3 be extended as welll Accordingly,
the Commission believes that it is ap-
propriate to defer the effective date of
Part 155 to March 16, 1977, and the com-~
ment period on the newly adopted regu-
lations and the proposed regulations to
February 22, 19717. However, the Com-
mission does not believe it is necessary or
appropriate to defer the effective date of
the amendments to § 1.35 beyond the
June 13, 1877 effective date announced in
the FEDERAL REGISTER. release of Decem-
ber 23, 1976. 41 FR 56144.

Issued in Washington, D.C. on January
19, 1977, by the Commission.

Witriam T. BAGLEY,
Chairman, Commodity
Futures Trading Commission.

[FR Doc.77-2282 Filed 1-21-77;8:45 am] .

Title 19—Customs Duties

CHAPTER I—UNITED STATES CUSTOMS
3$§VICE, DEPARTMENT OF THE TREAS-

['TD. 77-30]

PART 18—TRANSPORTATION IN BOND
AND MERCHANDISE IN TRANSIT

PART 24—CUSTOMS FINANCIAL AND.
ACCOUNTING PROCEDURE

Security of International Cargo Transported
in Bond

The President, in Executive Order No.
11836, dated January 27, 1975 (40 FR
4255), directed the Secretary of the
Treasury, to, among other things, foster
the security of international cargo in
Customs custody within ports of entry
and in its movement and storage in
bond.

In response.to this Executive Order,
Customs has reevaluated the present
metal strap seal for in-bond cargo. Use
of this type of seal was first approved
for Customs use in 1912 (T.D. 32294),
and is designed more to indicate @ vio-
lation of the integrity of the transport
unit than to offer physical protection to
the contents of the shipment. Customs
has extensively examined security seals.
These examinations have included lab-
oratory tests and fields” evaluations of
several high security seals which were
found in laboratory tests to be very ef-

fective in preventing the theft of cargo. _

1 Several contract markets stated that the
proximity of the publication date with the
nabional holidays made it difficult to adopt
the exchange rule changes necessitated by
the new regulations and to comment on the
new regulations and the proposed amend-
ments to the new regulations within the
alloted time.

Seals which tests show provide both
accountability and sufficlent physical
protection for cargo have been approved
by Customs as high security seals. Tho
names and addresses of manufacturers
whose seals have been approved by Cus-
toms as high security seals may be ob-
tained from district directors of Customs
as provided for-in § 24.13a(b) of the Cus-
toms Regulations (19 CFR 24.13a(b) ).

In order to further respond to Execu-
tive Order No. 11836, on March 23, 1976,
a notice of propcsed ruleimeking was
published in the FeperaL REeciston (41
FR 12017), which proposed to amend
§ 18.4(a) (1) of the Customs Regulations
(19 CFR 18.4(a) (1) ) to provide that con«
veyances or compartments in which
bonded merchandise is transported shall
be sealed with high security red in-bond
Customs seals, or if incapable of being
so sealed, with red in-bond Customs
seals, with certain exceptions preésently
provided in that section. It was also pro-
posed that high security red in-bond
seals be stamped end purchased in the
same manner as red in-bond seals, the
stamp and purchase of which is provided
for in paragraphs (b) and (c¢), and (),
of §24.13 respectively. Purther, it was
proposed to amend § 24.13(f) by substi~
tuting ‘the words “district director” for
the word “collector” wherever it ap-
pears and to provide that the price
charged for high security red in-bond
seals sold by district directors hall be
the current manufacturer’s list price for
the quantity purchased.

Interested persons were given 60 days
from the date of publication of the no-
tice to submit relevant data, views, or
arguments regardigg the proposed
amendments. After consideration of all
comments received, the wording of § 18.4
(a) (1) has been changed to specify that
only conveyances or compartments in
whiéh carload lots of bonded merchan-
dise are transported shall be gealed with
high security red in-bond Customs seals.
Less than carload lots need not be sealed
in this manner.

Accordingly, the proposed amend-
ments, modified to include this change,
are adopted as set forth below.

Effective date: In order to permit car-
riers to utilize existing stocks of strap

seals, these amendments shall not be-
come effective until April 25, 1977.

VERNON D. ACREE,
Commissioner of Customs.

Approved: January 11, 1977,

JERRY 'THOMAS,
Under Secretary of the Treasury.

Section 18.4(a) (1) is amended to read
as follows:

§18.4 Sealing conveyances and come
partments; labeling packages; warne
ing cards.

(@) (1> Except as provided in section
123.33 of this chapter, conveyances or
compartments in which carload lots of
bonded merchandise are transported
shall be sealed under Customs supervi-
sion with high security red in-bond Cus-
toms seals, or if incapable of being s0
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sealed, with red in-bond Customs seals.
‘When the compartment or conveyance
cannot be effectively sealed, as in the
case of merchandise shipped in open cars
or barges, or on the decks of vessels, or
when it is known that any seals would
necessarily be removed outside the ju-
risdiction of the United States for the
purpose of discharging or taking on
cargo, or when it is known that the
breaking of the seals will be necessary to
ventilate the hatches, or in other similar
circumstances, such may be
walived with the consent of the carrier
and an appropriate notatlon of such
waiver shall be made on the manifest.
‘The Commissioner of Customs may au-
thorize the waiver of sealing of convey-
ances or compartments in which bonded
merchandise is transported in other cases
when in his opinion the sealing thereof
is unnecessary to protect the revenue or
‘to prevent violations of the Customslaws
and regulations. -

* * L J [ ] L d

The first sentence of paragraph (b)
and paragraph (f) of § 24.13 is amended
to read as follows:

§24.13 Car, compartment, and package
sealss ku’ld, procurement.
* * » * -

(b) Red in-bond and high security red
in-bond seals used for sealing imported
merchandise shipped between ports in
the United States shall be stamped “U.S.
Customs in Bond.” * * *

. - . . .

(f) In-bond seals may be purchased
. only by a Customs bonded carrier, by a
nonbonded carrier permitted to trans-
port articles in accordance with section
553 of the Tariff Act of 1930, as.amended
(19 U.8.C. 1553), or In the case of red
in-bond and high security red in-bond
seals, by the carrier's commercial asso-
ciation or comparable representative ap-
proved by the district director. In-transit
seals may be purchased by a bonded or
other carrier of merchandise or, in the
case of blue in-transit seals, by the car-
rier's commercial association or com-
parable representative approved by the
district director. Except for uncolored in-
transit seals, uncolored Customs seals
may not be purchased by private inter-
ests and shall be furnished by district
directors for authorized use without
charge. In-bond and in-transit seals sold
by district directors shall be charged for
at the rate of 10 cents per seal, except
for high security red in-bond seals which
shall be charged for at the current man-
ufacturer’s list price for the quantity
purcheased.

(R.S. 261, s amended, sec. 624, 46 Stat. 769
(19 US.C. 68, 1624).)

{FR Doc.77-2171 Filed 1-31-77;8:45 am]
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Title 26—Internal Revenue
CHAPTER |—INTERNAL REVENUE SERV-
ICE, DEPARTMENT OF THE TREASURY
SUBCHAPTER A—INCOME TAX
[T-D. 7449]

PART 7—TEMPORARY INCOME TAX REG-

ULATIONS UNDER THE TAX REFORM
ACT OF 1976

Election To Have Investment Credit for
Movie and Television Films Determined
in Accordance with Previous Litigation

Correction

In FR Doc. 76-38099, appearing at page
56629, in the issue of Wednesday, Decem-
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ber 29, 1976, the filing time which now
reads “*4:45 pm”, should read “4:44 pm".

[T.D. 7459)

PART 7—TEMPORARY INCOME TAX REG-
ULATIONS UNDER THE TAX REFORM
ACT OF 1976

Various Elections
Correction

In FR Doc. 71-103, appearing at page
1469 in the issue for Friday, January 7,
1977, the table in § 7.0(a) should read
as set forth below:

Section Dezeription of election Avallabllity of election
(1) FIRST CATESOBY
167(0) [ o7, 1. — -- Substantially rehabilitated histeris property. Addllbn: to mpital account osenrring after
a 30, acd tefore July 1, 1581.
172(b) (3)(E) of Code... Forego of carrybock erod e cememececeanae Any tmta year ending after Decernber 31,

181(b) of Code.......

451(e) of Codo. ......

Amnré}mﬂcn ¢f certnln rehatilitation ex- Addmrn.s to capltal account
pin

cceurzing after
alter June 14, 1576, and before Jure 15,

1£81.
* 402(e)(4)(L) of Code. .. Lgﬁg& fum dictributices from qualifed Distributfons and payments made after

December 31, 1975, {n taxable years begin-
ning after such date.

.. Livestock so'd on seocnnt of droughte. o .. Any téa‘mh!e year beginning after Decem-

575,

812(b)(3) of Cods...... Fmgo of mnybs:k pericd by Ula fnsurance Any mx:xb!a ycar ending after December 31,
819A of Code..neenann - Cont Fuous cmmtxy bronches of domestis Allltamb':o years beginning after December

2 JnSurand com

975,
825(d)(2) of Codea.au..n Fonso of wrg:na.!&:kmgxiﬁd by mutoal fn- An; tamb’.a year ending after December 31,
911(6) [1 € oY, L I— Fomc!n.g ofbenciitsofsection 0L e e e e e All mnb'nymteginningalternecanbetm.

) SECOND CATECORY

185(d) of Code......... Amortization of railread grading and tunnsl Alllgtra‘x?bkymbeginmsalmnecemheral,

res,
528(c)(1)(E) of Coda... Cerntaln homesowners assoelations.

1057 of Coda. .eeeeeenna Transler to farelgn trustsote,

uuuuuu Any tamb'«yearbeginn!nga!terneceml:em.

6013(g) of Code.. -..... Jelnt rotumn for nonresidentallen ... ioge
- Joint return for year In which nonrezidont Any taxab!a rarendlng on crafter Decems~

6013(h) of Coda......
alien becomes restdent.

Any transfarclpro xtyuf!erOctoherZ,l.:Ts.
mab!s yn¥s exx);dlng on or after

ber 31, 1573.

Title 31—Money and Finance: Treasury

CHAPTER |—MONETARY OFFICES,
DEPARTMENT OF THE TREASURY

PART 128—TRANSACTIONS IN FOREIGN
EXCHANGE, TRANSFERS OF CREDIT,
AND EXPORT OF COIN AND CURRENCY

Additional Statutory Authority; Form
Revisions

The Department of the Treasury here-
with promulgates amendments to the
Treasury Regulations on the reporting
of transactions in <forelgm exchange,
transfers of credit, and the export of
coin or currency by financial institutions
and other reporting firms governed by
the provisions of Part 128, The amend-
ments acknowledge the effects of the In-
ternational Investment Survey Act of
1976, 90 Stat. 2059, 22 U.S.C. 3101 note,
as providing additional authority for
the collection of data pursuant to Sub-

part B, and as modifying the provisions
for disclosure of such data to other Fed-
eral agencles, redesignate the Treasury
Forelgn Exchange (TFEX) reporting
system as the Treasury Infernational
Capltal (TIC) reporting system to de-
scribe more aptly the nature of the data
collected and redesignate the Treasury
Forelgn Exchange forms as Treasury In-
ternational Capital forms.

- In addition, certain TIC (formerly
TFEX) forms have been consolidated or
otherwise revised: the country stubs of
TIC Forms B-1, B-2, and B-3 shall now
include those geographical data formerly
reported on Forms B-1a, B-2a, and B-3a;
the data formerly reported separately on
Forms S-1, S-1a, and 8-2 shall now be
reported on a new Form S; the counfry
stub of Form C-1/2 has been expanded
50 as to be identical with the stubs on

the S and B serles reports.
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The smendments add TIC Form S to
the TIC reporting system and delete
Forms B-la, B-2a, B-3a, S-1, S-1a, and
8-2. In addition, the amendments cor-
rect & typographical error appearing in
the last sentence of § 128.2(¢) of Subpart
A iIn the 1976 edition of the CFR, where
the word “at” should be replaced by the
word “as.”

The Department finds that notice and
public procedures under the provisions of
6 U.S.C. 553 are not necessary in this
case since the amendments pertain only
to rules of agency procedure, are minor
in scope, and serve generally to reduce
the reporting burden upon the public. In
addition, there is good cause to make the
amendments effective immediately on
January 24, 1977. The amendments shall
apply to all reports filed as of January
31, 1977, and for any period ending after

. January 31, 1977,

The text of the amendments is as

follows:

1, Section 128.2 (a) and (c) are amend-
ed to read as follows: -

§128.2 Reports.

(a) In order to effectuate the purposes
of the Emergency Banking Act of 1933
€12 U.S8.C. 952), Executive Order 6560
of January 15, 1934 (Part 127 of this
chapter), and the International Invest-
ment Survey Act of 1976 (90 Stat. 2059,
22 U.8.C. 3101 note), and in order that
information requested by the Interna-
tional Monetary Fund under the articles
of agreement of the Pund may be ob-
tained in accordance with section 8(a)
of the Bretton Woods Agreements Act
(sec. 8(a) 59 Stat. 515; 22 U.S.C. 286f
and Executive Order No. 10033, 14 FR
561; 3 CFR, 1949 Supp.), every person
subject to the jurisdiction of the United
States engaging (1) in any transaction
in foreign exchange; (2) in any transfer
of credit between any person within the
United States and any person outside of
the United States; or (3) in the export
or withdrawal from the United States of
any currency or silver coin which is legal
tender in the United States, shall furnish
information relative thereto to such ex-
tent and in such manner and at such in-
tervals as is required by report forms and
instructions prescribed in Subpart B of
this part. -

L * Ld * *

(¢) All persons required to report,
other than banks and banking institu-
tions, shall furnish the reports required
under Subparts B and C of this part to
the Federal Reserve Bank of New York.
Banks and banking institutions shall fur-
nish the required reports to the Federal
Reserve Bank of the district in which
such bank or banking institution has its
principal place of business in the United
States. In the event that any person re-
quired to report has no principal place
of business within a Federal Reserve dis-
trict, the information shall be furnished
directly to the Office of the Assistant
Secretary for International Affairs, De-
partment of the Treasury, Washington,
D.C. 20220 or to such agency as the De-
partment of the Treasury may designate.

2. Bection 128.3 is revised to read as
follows:

) RULES AND REGULATIONS

§ 128.3 Use of information reported.

'The information reported on the forms
required under Subparts B and C will not
be disclosed publicly by the Department
of the Treasury or by any other Federal
agency having access to the information
as provided herein. Data reported on
these forms may be published or released
in the aggregate in a manner which will
not reveal the amounts reported by any
individual reporting bank or nonbanking
firm. The Department may furnish to
other Federal agencies data reported on
these forms to the extent permitted by
the Federal Reports Act, 44 U.S.C. 3501,
et seq. In addition, the Pepartment may
furnish other Federal agencies data re-
ported on the forms required under Sub-
part B to the extent permitted by the
International Investment Survey Act of

. 1976, 22 U.S.C. 3107 note, et seq.
3. Section 128.11 is amended by revis--

ing the section headihg and the text to
read as follows:

§128.11 International
B-1: “Short-term”
“foreigners.”

On this form banks and banking insti-
tutions in the United States are required
to report monthly to a Federal Reserve
bank “short-term” liabilities to “for-
eigners” or assets held on behalf of “for-
eigners” which represent claims on in-
stitutions or individuals in the United
States, as of the last day of business of
the month.

4. Section 128.11a is revoked as fol-
lows:

§128.11a -[Deleted]

5. Section 128.12 is amended by re-
vising the section -heading and the text
toread as follows:

§ 128.12 Supplement to International
Capital Form B-1: “Short-term®’ dol-
lar liabilities to ‘‘forcigners” in
countries not listed separately on
Form B-1.

On this form banks and banking insti-
tutions in the United States are required
to report twice a year, as of April 30 and
December 31, to a Federal Reserve bank
“short-term” dollar liabilities to “for-
eigners” in countries not listed separate-
1y on Form B-1.

6. Section 128.13 is amended by revis-
ing the section heading and the text to
read as follows:

§128.13 International Capital Form

Capital Form
liabilities to

B-2: “Short-term” claims on “for-
eigners.”

On this form banks and banking insti-
tutions in the United States are required
to report monthly to a Federal Reserve
bank “short-term” assets owned by the
reporter or held for the account of do-
mestic customers which represent claims
on “foreigners,” as of the last day of
business of the month.

7. Section 128.13a is revoked as fol-
lows:
§ 128.13a | [Deleted]

8. Section 128.14 is amended by revis-
ing the section heading and text to read
as follows:

§ 128,14 International Capital Form.
B-3: “Long-term” ]mlnlmca to, and
claims on. “forcigners.” .

On this form banks and banking insti-
tutions in the United States are required
to report monthly to a Federal Reservo
bank “long-term” liabilities to, and
claims on, “foreigners” acquired or held,
either in the United States or abroad, by
reporting organizations for their own ac«
count or for the account of others, as of
the last day of bisiness of the month.

9. Section 128.14a i3 revoked as fol-
lows:

§ 128.14a [Deleted]

10. Section 128.15 is amended by re-
vising the section heading and text to
read as follows:

§128.15 International Capital Form
C—~1/2: Liabilities to, and claims on,
“foreigners.”’

On this form exporters, hnporwrs, in-
‘dustrial and commercial concerns and
other nonbanking institutions in the
United States are required to report
quarterly, as of the last day of business
of the quarter, to the Federal Reserve
Bank of New York, ‘short-term! and
certain other labilities to, and claims
on, “foreigners” acquired or held, either
in the United States or abroad, by the
reporting organizations for their own ac-
count or for the account of others.

11. Section 128.16 is amended by re-
vising the section heading and text to
read as follows:

§ 128.16 International Capital Form
C-3: “Shorl-lerm” liquid claims on
“foreigners.”

On this form exporters, importers, in«
dustrial and commerecial concerns and
other nonbanking institutions in the
United States are required to report
monthly to the Federal Reserve Bank of
New York datsa on & portion of their
claims on “foreigners,” as of the last day
of business of the month.

12, Section 128.17 is amended by revis-
ing the section heading and text to read
as follows:

§ 128.17 International Capital Form S:
Purchases and sales of “long-lerm
securities by “forcigners,”

On this form banks and banking insti«
tutions, brokers and dealers in the United
States are required to report monthly to
a Federal Reserve bank transactions in
“long-term” and certain other securities
executed in the United States for account
of “foreigners” and by ‘“foreign official
institutions” and transactions in “long-
term” securitles executed abroad for
their own account and for the account
of their domestic customers.

13. Section 128.17a is revoked as

follows:
§ 128.17a [Decleted]

15. Section 128.19 is revoked as follows:
§128.19 [Delected]
Effective date: January 24, 1977,

GERALD L. PARSKY,
Assistant Secretary for
International Afairs.

[FR Doc.77-2129 Filed 1-21-~77; 8:46 am)
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Title 390—Postal Service

CHAPTER I—UNITED STATES POSTAL
- SERVICE

COMMEMORATIVE STAMPS AND NEW
STAMP ISSUES

Miscellaneous Amendments -

AGENCY: U.S. Postal Service.

ACTION: Final rule.

SUMMARY: The primary purpose of this
document is to revise the regulations of
the Postal Sérvice on commemorative
stamps and new stamp issues. Among
other things, the revisions provide for a
single national policy, set by the Stamps
Division at Headquarters of the Postal
‘Service, concerning the release, sale, and
discontinuance of postage stamps and

stamp products. A number of minor,

technical, and conforming amendments
are also made to the regule.tiops.

EFFECTIVE DATE: January 21, 1977,
FOR FURTHER INFORMATION CON-

. TACT:

Paul J. Kemp, 202-245-4638.

Accordingly, 39 CFR 1Is amended as
follows:

PART 233—INSPECTION SERVICE
AUTHORITY

§ 233.1 [Amended]

1. In paragraph (b)(2) of §233.1 by
deleting the period at the end thereof and
inserting “(see 243.419 of the Postal Serv-
ice Manual) .” in Heu thereof.

PART 257—PHILATELY

2, By revising §§ 257.1 and 257.2 to read
as follows:

§ 257.1 DPolicy.-

‘There shall be a single national policy
relative to the release, sale and discon-
finuance of postage stamps and stamp
products. All policy matters shall be set
by the Stamps Division, Headquarters,
Washington, D.C. 20260. The standardi-

- zation of policy relating to sales will pro-

vide a high degree of integrity to the
program with resultant stimulated sales
at a minimum of cost. All post offices
shall comply with the national philatelic

_ policies as set forth in this Part 257.

§ 257.2 Commemorative Stamps.

(a) Purpose. Commemorative stamps
are issued in limited quantities to focus
attention on historical places, events or
personages. The Postal Service encour-
ages the widespread use of these stamps
to promote our Ideals, progress, and
heritage reflected by the stamps. They
do not replace regular stamps of the
same class, but are provided upon re-
quest, when available,

(b) Commemorgiive Stamp Supplies.
Periodically evaluate the philatelic de~
mand and, when necessary, forward a
separafe requisition for stock needed in
addition to the automsatic distribution.
Postmasters should when necessary re-

duce the quantity of stamps received .

antomatically to preclude costly over-
stocking and subsequent destruction.

RULES AND REGULATIONS

Sectional centers designated to distribute
accountable paper shall make certain
that less-than-bulk quantities of stamps
are supplied to post offices to permit sales
the day after the official first-day sale,
in accordance with instructions issued in
the Postal Bulletin,

(¢) Sale Of Commemorative Stamps.
Place commemorative stamps on sale at
all offices on the general release date in
accordance with the following schedule:

(1) Plate Number Blocks and Mar-
ginal Markings. Plate number blocks are
the stamps located on one corner of a
sheef of stamps with a plate number(s)
printed on the margin. The plate blocks
may include as few as four stamps where
& single number appears or as many as
20 where multiple numbers or other
markings such as Mr. ZIP and Malil
Early appear. There shall be no whole-
sale removal of plate number blocks in
advance from a large number of sheets
for the benefit of individual purchasers.
Plate blocks may be laid aside, however,
as sheets are broken for regular sale pur-
poses and may be sold as an accommoda-
tion to local stamp collectors.

(2) Regular Stamp Windows. Place
commemorative stamps on regular sale,
holding aside only enough for the local
philatelic demand. Sell all stock within
60 days if possible. Offer any remaining
commemorative stamps, including those
previously set aside for philatelic use, to
all customers in place of other sheet
stamps. An exception would be a com-
memorative stamp issued for & special
areawide event which Is being celebrated
beyond the 60-day period. It is the Postal
Service's intent that all commemorative
stamps be sold and none destroyed.

(3) Philatelic Windows and Postal
Stores—(1) Time On Sale. Those offices
with full or part-time philatelic windows
may keep an Issue on sale until the
Philatelic Sales Branch publishes in the
Postal Bulletin & notice of its removal
from sale. Upon notification, immediately
withdraw and sell the stock for regular
postage purposes for a period of 30 days.
After 30 days any remaining stock shall
be handled in accordance with section
224, Handbook ¥-1, Financlal and Cost
Controls.

(A1) Stamp Credit-Accountability.
Philatelic outlets should maintain a good

- working level of stamp stock and ac-

countable paper to encourage philatelic
interest and be able to readily meet the
needs of collectors. In this regard, phil-
atelic outlets are authorized stamp cred-
its of $50,000 to $125,000. Under no cir-
cumstances shall the stamp credit exceed
$125,000.

(i) Plate Numbers. The sale of plate
numbers and marginal markings at phil-
atelic outlets shall be restricted as fol-
Iows:

Denomination Minimum purchase
1 cent to 16 cents, Full panes of cach.
inclusive.
18 cents to 50 cents, Strips of 20 stamps
inclusive. esch.
60 centSememcnamaaaa Strip of 10 stamps.
$1 to §5, Inclusive.__. 4 stamps each.,

(v) Availability of Back-Issue Com=-
memoratives. Post offices which maintain
or establish special philatelic windows

4123

should request the Stamp Management
Branch, U.S. Postal Service, Washing-
ton, D.C. 20260, to keep them informed
of available back-issue commemoratives.
Lists of available back issues will pe-
rlodically appear in the Postal Bulletin.

V) Paclaged Stamps. Philatelic win-
dowrs, postal stores, stamp collecting cen-
ters, and the Philatelic Sales Branch may
sell stamps previously withdrawn from
sale provided the stamps are incorpo-
rated.in = philatelic product such as the
mint set or collecting Lit.

(4) Outside Sales of Commemoralive
Stamps. Do not accept mail orders for
postage stamps from customers outside
the limits of the area served by your post
office. Return any such requests fo-the
sender calling attention to the services
provided by the Philatelic Sales Branch,
Washington, D.C.20265.

(d) Announcement Of New Issues.
New stamp and other special issues are
announced by notices displayed in the
post office lobbies, in the Postal Bulletin,
and through the press and philatelic
periodicals,

(e) First-Day Sale. A post office or
post offices selected because of some his-
torical connection with the person,
event, or place being commemorated
may be authorized to have exclusive sale
of a new stamp on its first day of sale.
All other post offices may sell the stamp
the following day.

() First-Day Covers—(1) Descrip-
tion. A first-day cover is an envelope,
post card, or other mailing piece bearing
a new stamp; a new postal card; a new
stamped envelope; or & new aero-
gramme, cancelled with a special die
reading “First Day of Issue” and dafed
to show the first day of issue.

(2) Regquests. () Customers who want
first day cancellations of a new stamp -
have two options:

(A) They may buy and affix their
own newly Issued stamps fo thelr enve-
Iopes and mafl them to the postmaster
at the city of issuance for cancellation;
or (B) They may submit their envelopes
with proper remittance to cover the cost
of the stamps desired and the Postal
Service will affix and cancel the stamps.
Remittance should be made by money
order, cashilers, certified, or personal
check made payable to U.S. Postal Serv-
ice. Do not send cash. Postage stamps,
as well as forelgn coins and currency will
not be accepted.

All covers must bear addresses and
must be postmarked no later than 15
days from the date of issuance to qualify
for cancellation service.

D Cover envelopes should be of ordi-
nary letfer-size and must be properly
addreszed low and to the Ieft. Place a
filler of postal card thickness in each
envelope, and either turn in the flaps
or seal it. Endorse the envelope enclos-
ing the covers to the postmaster, “First-
Day Covers”. If applicable, put a pencil
notation in the upper right corner of
each cover to show the number of post-
age stamps to be placed there.

iy with orders for first-day covers,
do not Include requests for uncanceled
stamps.
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(iv) The Philatelic Sales Branch does
not service first-day covers.

PART 258—SPECIAL CANCELLATIONS

3. In paragraph (a) of §258.1 by re-
vising the first sentence thereof to read
as follows:

§ 258.1 Authorization.

(a) Special canceling machine die
hubs may be used only in post offices
having 190 or more revenue units, * * *

* L L ] L ] L J

4, In paragraph (b) (1) of §258.4 by
revising the first sentence thereof to read
as follows:

§ 258.4 Disposition.

* * b4 * *

(b) Unserviceable die hubs. (1) Au-
thorized post offices having 950 or more
revenue units-shall order replacement
repair parts for a die hub that is used
annually, from the Western Area Supply
Center, Repair Parts Section, Topeks,
Kansas 66624, on Form 4984, “Repair
Parts Requisition,” if the die hub can
be repaired at the post office. * * *

- » - L *

(39 U.8.C. 401, 404(4), 404(5) )

RoGeR P. CrarG,
- Deputy General Counsel.

[FR Doc.77-2107 Filed 1-21-77;8:45 am]

Title 40—Protection of Environment

CHAPTER 1—ENVIRONMENTAL
PROTECTION AGENCY

SUBCHAPTER C—AIR PROGRAMS
[FRL 673-6]

NEW SOURCE REVIEW

Delegation of Authority to the State of
South Carolina

The amendments below institute cer-
tain address changes for reports and ap-
plications required from operators of new
sources. EPA has delegated to the State
of South Carolina authority to review
new and modified sources, The delegated
authority includes the reviews under 40
CFR Part 52 for the prevention of sig-
nificant deterioration. It also includes
the review under 40 CFR Part 60 for the
standards of performance for new sta-
tionary sources and review under 40 CFR
Part 61 for national emission standards
for hazardous air pollutants..

A notice announcing the delegation of
authority is published elsewhere in the
notices section of this issue of the Fep-
ERAL RECISTER. These amendments pro-
vide that all reports, requests, applica-
tions, submittals, and eommunications
previously required for the delegated
reviews will now be sent to the Office of
Environmental Quality Control, Depart-
partment of Health and Envirommental
Control, 2600 Bull Street, Columbia,
South Carolina 29201, instead of EPA’s
Region IV,

The Regional Administrator finds
good cause for foregoing prior public
notice and for making this rulemaking
effective immediately in that if Is an ad-
ministrative change and not one of sub-

RULES AND REGULATIONS

stantive content. No additional substan-
tive burdens are imposed on the parties
affected. The delegation which is reflect-
ed by this tive amendment
was effective on October 19, and it
serves no purpose to delay the technical
change of this addition of the State ad-
dress to the Code of Federal Regula-
tlons.

This rulemaking is effective immedi-~
ately, and is issued under the authority
of sections 101, 110, 111, 112, and 301
of the Clean Air Act, as amended, 42
U.S.C. 1857¢-5, 6, 7 and 1857g.

Dated: January 11, 1977,

JorwN A. LiTTLE,
Acting Regional Administrator.

PART 52—APPROVAL AND PROMULGA-
TION OF IMPLEMENTATION PLANS

DELEGATION OF AUTHORITY §:OR PREVEN-
. TION OF SIGNIFICANT DETERIORATION TO
THE STATE OF SOUTH CAROLINA .

Part 52 of Chapter I, Title 40, Code of
f‘ederal Regulations, is amended as fol-
ows:

Subpart PP—South Caralina

1. Section 52,2131 is amended by add-~
ing a new paragraph (c) as follows:

§ 52.2131 Significant deterioration of
* air quality,
* * * * *

(¢) All applications and other infor-
mation required pursuant to §52.21
from sources located in the State of
South Carolina shall be submitted to
the Office of Environmental Quality
Control, Department of Health and En-
vironmental Control, 2600 Bull Street,
Columbia, South Carolina 29201, instead
of the EPA Region IV office.

* * * 3 *

PART 60—STANDARDS OF PERFORM-
ANCE FOR NEW STATIONARY SOURCES

DELEGATION OF AUTHORITY TO THE STATE
oF SoUTH CAROLINA

2. Part 60 of Chapter I, Title 40, Code
of Federal Regulations, is amended by
revising subparagraph (PP) of § 60.4(b)
to read as follows:

§ 60:4 Address.

* * * * *

(b) * % %

(a)-(00) * * * |

(PP) State of South Carolina, Cfiice of
Environmental Quality Control, Department
of Health and Environmental Control, 2600
Bull Street, Columbia, South Carolina 29201,

* [ * * L ]

PART 61—NATIONAL EMISSION STAND-
ARDS FOR HAZARDOUS AIR POLLUTANTS

_DELEGATION OF AUTHORITY IO THE
STATE OF SOUTH CAROLINA

3. Part 61 of Chapter I, Title 40, Code
of Federal Regulations, is amended by
revising subparagraph (PP) of § 61.04(b)
to read as follows:

§ 61.04 Address.

(b)t“

(A)-(Q0) * * *

(PP) Btate of South Carolina, Ofice of En-
vironmental Quality Control, Departmont of
Health and Environmental Control, 2600 Bull
Street, Columbla, South Carolina 20201,

» » ® L4 .

[FR Doc.77-1969 Flled 1~21-177;8:45 am)

Title 41—Public Contracts and Property
Managemont

CHAPTER 9-—ENERGY RESEARCH AND
DEVELOPMENT ADMINISTRATION

[ERDA-PR Temporary Reg. No. 26]

PART 9-4—SPECIAL TYPES AND
METHODS OF PROCUREMENT

Subpart 9-4.52—Unsolicited Proposals

January 17, 1971,

e 1, Purpose. To revise ERDA-PR
Temporary Regulation No. 21 to rein-
state the applicability of ERDA-PR
9-4.51 to certain proposals, e :

ERDA-PR Temporary Regulation No.
21, dated July 23, 1976, 41 FR 30330, was
_issued for the purpose of expanding and
clarifying the policles and procedures
concerning the receipt, evaluation, ac-
ceptance or rejection of unsolicited pro-
posals. Its provisions were expanded to
encompass all unsolicited proposals from
whatever source obtained (e.g. educa-
tional institutions). Such sources had
for many years prior to the issuance of
ERDA-PR Temporary Regulation No. 21
been treated under Subpart 9-4.61 ens
titled Research Agreements and Con-
tracts with Educational Institutions,
However, after approximetely six months
of experience with ERDA-PR Temporary
Regulation No. 21 in the processing of
unsolicited proposals submitted by such
sourees, it has been determined that the
provisions of ERDA-PR Subpart 9-4.561
are a more appropriate mechanism for
processing these proposals. Therefore, of«
fective immediately, the provislons of
ERDA-PR Subpart 9-4.61 are reinstated
as previously applicable. However, for the
purpose of establishing a central control
point for accountability, tracking and ro-
porting, educational institutions are in-
“structed to submit their proposals di-
rectly to:
Office of University Programs, US. Enerpy
Research and Development Administration,
Washington, DC 20545.

Other organizations, such as not-for-
profit organizations which can be treated
in the same manner as educational in-
stitutions (e.g. charitable institutions
which conduct education and training
activities, or whose facilities are used in
joint programs with universities for such
purposes; hospitals conducting research
activities of interest to ERDA) should
" submit their proposals directly to:
Division of Procurement, C-167, Proposal Co« .
ordination Seotion, U.B, Energy Research
and Development Administration, Wash«
ington, DO 20545.

2. Effective date. This revislon to
ERDA-PR Temporary Regulation No, 21
is effective on January 24, 1977, Inter-
ested persons may submit comments on
this regulation to: Director of Procure-~
ment, Attention: M, Kestenbaum, U.S,
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Energy Research and Development Ad-
ministration, Washington, DC, 20545.
Comments received on or.before Febru-
ary 28, 1977, will be considered in de-
{ermining whether changes to this revi-
sion are advisable.

3. Expiration date. This devision will
remain in effect unfil canceled or until
its provisions are incorporated into a
permanent ERDA Procurement Regula-
tion.

4. Explanation of change. ERDA-PR
Temporary Regulation No. 21 is hereby
revised by making the thanges described
in the following pa.ragraphs‘

a. At 41 FR 30331 in § 9-4.5203, Pro-
cedure, delete lines 5 through 9 stari:mg
with “In the event of * * * proposals are
concern

b. At 41 FR 30332 in § 9-4.5203-1(h)
(9), Notice of program interest, delete
« ‘Guide for the Submission of Research
Proposals from.-Educational Institutions’
(available from ERDA, Office of Univer-
sity Programs, Washington, DC, 20545) ;
and”.

c. At 41 FR 30332 in § 9-4.5203-3, Sub-
mission of proposals, in the sixth line,
delete “both” and put a perlod after
“Procurement”. Delete remainder of that
secoﬁd sentence and all the third sen-
tence of that paragraph.

d. At 41 FR 30332 in § 9-4.5203-3(a), in
the first line delete *, except-those from
educafional institutions,” and delete the
last sentence of that paragraph, *Un-
solicited proposals from * * * Washing-
ton, DC 20545.”

(Sec. 105, Energy Reorganization Act of 1974
(Pub, L. 93—43'8) J
M. J. TASHJIIAN,
- Dzrector of Procurement.

[FR Doc.77-2115 Filed 1-21-77;8:45 am]

Title 42—Public Health

CHAPTER I—PUBLIC HEALTH SERVICE,
DEPARTMENT . OF, HEALTH, EDUCA-
TION, AND WELFARE

PART 56b—GRANTS FOR REGIONAL
MEDICAL PROGRAMS

CFR Correction

The authority for Part 56b appearing
on page 316 of 42 CFR revised as of Oc-
tober 1, 1976 is incorrect. The correct text
is set forth below: -

AvUTHORITY: Sec. 215, 58 Stat. 690, as
amended, sec. 906, 79 Stat. 930; 42 US.C. 216,
2981. Inferpret or apply secs. 900, 901, 902,
903, 904, 905, 909, 79 Stat. 926, 927, 928, 929,
930; 42 U.S.C. 299, 299a, 29%b, 299¢c, 2994,
299e, 2991.

Title 45—Public Welfare

CHAPTER II—SOCIAL AND REHABILITA-
TION SERVICE (ASSISTANCE PRO-
GRAMS), DEPARTMENT OF HEALTH,"
EDUCATION, AND WELFARE

PART 249—SERVICES AND PAYMENT IN
MEDICAL ASSISTANCE PROGRAMS

Termination of Payment for Inpatient
Services in Certain Institutions

SRS is amending 45 CFR 249.10 by
adding a new paragraph (d)(3). ‘This

RULES AND REGULATIONS

new paragraph establishes rules to gov~-
ern the continuation of Federal Financial
Participation (F¥P) in payments to
States for certain inpatient services in
institutions and {facilities which no
longer meect standards for accreditation
and certification, as defined and required
by Federal law and regulations. This dis-
qualification of institutions causes, in
most instances, hardships and chaos for
both the Medicaid recipient and State
agencies because:

(1) Federal matching funds are im-
mediately cut off; and

(2) states must immediately relocate
reciplents in qualified institutions and
facilities.

‘The purpose of this new regulation is
to provide for a perlod, not to exceed 30
days from the effective date on which an
institution or facility is determined not
in compliance with Federally-defined
qualifying standards for accreditation or
certification, in which Federal matching
may continue, However, there must be a
bona fide effort on the part of the State
to make other ements for care of
these institutionalized recipients. The
basis for this new regulation is the Sec-
retary’s determination that States should
be allowed & reasonable period in which
to provide for the orderly transfer of
such individuals to other fully qualified
institutions and facilities.

Existing regulations for skilled nursing
facilities and intermediate care facilities
contain a similar provision allowing for
a 30-day period {from the termination of
their provider agreements to make ar-
rangements for alternate care.

This new paragraph (d)(3) also in-
cludes a provision for retroactive appli-
cation where loss of qualification oc-
curred prior to the effective date of this
regulation (Subparagraph (iv)), in order
that States winnotbepennnzednntalrly
in these situations.

The following services are affected by
this regulation:

(1) Inpatient hospital services (45
CFR 249.10(b) (1)) ;

(2) Inpatient hospital services for
individuals age 65 or over In institutions
for mental diseases (45 CFR 249.10(b)
(14)); and

(3) Inpatient psychiatric facility serv-
lces for individuals under age 22 (45
CFR 249.10(b) (16)).

In response to the Notice of Proposed
Rulemsaking, published on June 18, 1976
in the Feperar Recister (41 FR 24717),
SRS recelved 14 comment letters: 9 from
State agencies and 5 from providers and
provider-orgapizations. Although all
those responding agreed with the intent
of the regulation, the major area of con-
cern expressed was that the proposed 30-
day period would be insuflicient to pro-
vide for relocation of reciplents.

Recommendations included extending
the time period to 60 days, 90 days, and
120 days.

One primary objective of SRS, in the
area of regulations, has been to have,
where possible, similar provisions under
Medicaid and Medicare, since many fa-
cilities participate iIn both programs,
In most instances, the 30-day period for
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continuation of FFP.after loss of aceredi-
tation or certification, provided for
under existing Medicald and Medicare
regulations, has proved adequate for re-
location of reciplents. The 30-day time
frame would also appear to lessen the
likelihcod of abuse; i.e., there should be
no unnecessary delay in relocating re- -
ciplents from disqualified to qualified
facilities, Therefore, the 30-day time pe-~
riod isretained in the regulation.

One suggestion was made that in in-
stances when a hospital appeals a de-
termination of disqualification, FFP
should continue until an administrative
declslon is reached. This suggestion was
not accepted because, when an institu-
tion or facility is disqualified, the health
and safety of the patients can no longer
be assured and continujng payments be-
yond the 30-day period would not be
justified. To reiterate, this regulation is
to provide States a reasonable time pe-
riod in which to relocate recipients from
disqualified to qualified facilifies. ITn es-
sence, the facility or institution has re-
celved a final determination of disquali-
fication.

It was suggested that the regulation
specify that concurrent notification of
declslons be made to the single State
agency (Medicald) and the State agency
(Certification and Licensure), in order
to assure timely notice of loss of accredi-
tation. This would require administra-
tive procedures rather than a regulatory
mandate. Therefore, a mechanism at the
Federal level is being established in order
to achieve this objective. Accordingly,
the proposed regulation is hereby
adopted with clarifying changes in
format.,

Sectlon 245.10, Part 249, Chapter IO,
Title 45 of the Code of Federal Regula-
ﬂg)ni; )!s revised by adding new §249.10
@ (3.

§249.10 Amount, duoration, and scope
of medical assistance.
L ] * - - -

(d) General provisions.* * *

(3) Continuation of Federal financial
participation under specified conditions.
() FFP may be continued for the follow-
Ing services provided for eligible individ-
uals:

(A) Inpatient hospital services, other
than services in an institutfon for
tuberculosis or mental diseases (para-
graph (b) (1) of this section);

(B) Inpatient hospital services, skilled
nursing facility services, and intermedi-
ate care facility services for individuals
65 years of age or dver in institutions
for tuberculosis or mental diseases
(pgmgmph (b) (14) (1) of this section);
an

(C) Impatient psychiatric facility serv~
ices for individuals under the age of 21 .
(paragraph (b) (16) of this section);

in institutions or facilities which, on or
after April 25, 1977, met the applicable
definition, but later no longer meets it

(1) FFP may be continued for a period
not to exceed 30 days from:

(A) The effective dafe of termination
by the Social Security Administration
of the facllity’s provider agreement
under title XVIII of the Act:

24, 1977
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(B) The date of termination by the
single State agency of the provider
agreement in those institutions and
facilities which participate under title
XIX of the Act only;

(C) With respect to patients under 21
in a psychiatric facility, the earlier of
cither the effective date of loss of ac-
creditation by the Joint Commission on
Accreditation of Hospitals (JCAH), or
the termination by the State title XIX
agency of the provider agreement with
respect to these services.

(1i1) The coritmua.tion of FFP is ap-
plicable only:

(A) For payments in behalf of indi-’

viduals admitted to the institution or
facllity before loss- of qualification as
determined under paragraph (d) (3) D
of this section; and

(B) If the State makes a reasonable
effort to facilitate the orderly transfer
of such individuals to alternate care.

(iv) When an institution’s or facility’s
- loss of qualification occurred on or prior
- to April 25, 1977, FFP is avallable after
- the date of such loss only:

(A) When the State continued to claim
FFP in payments to such institution or
facility; and

(B) When the SRS Regional Com-
missioner has, by written notification to
the single State agency, suthorized such
continuation, and for such period as the
SRS Reglonal Commissioner has speci-
fied. In no event may the period of con-
tinuation extend beyond 45 days from
the date of such notification or 30 days
after April 25, 1977, whichever is earler.
The requirements in_paragraph (d) (3)
(iii) are not applicable.

(Sec. 1102, 49 Stat, 647 (42 U.8.C. 1302).)

Effective date: The regulations in this
section will be effective April 25, 1977.
{COatalog of Federal Domestic Assistance Pro-
gram )No. 13.714, Medical Assistance Pro-
gram,
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Answers to specific questions may be
obtained by calling Emily Nichols, 202-
245-0701.

Nore.—The Social and Rehabilitation Serv-

" ice has determined that this document does

not require preparation of an infiationary
Impact Statement under Executive Order
11821 and OMB Circular A-107.

Dated: December 17, 1976.

ROBERT F'ULTON,
Adminisirator, Soctal and
Rehabilitation Service.

Approved: Jenuary 18, 1977.

MARJORIE LYNCH,
Acting Secretary.

* [FR Do0c.77-2167 Filed 1-21-77;8:45 am]

Title 49—Transportation

CHAPTER X—INTERSTATE COMMERCE
COMMISSION

SUQCHAPTER B-—~PRACTICE AND PROCEDURE
[Ex Parte No. 55 (Sub-No. 14) ]

PART 1100-—--GENERAL RULES OF
PRACTICE

Processing of Specified Proceedings; Adop-
tion of Amended Rules; Correction

~ By notice published in the FEDERAL

REGISTER (41 FR 53,798-53,802 (1976))

‘the Interstate Commerce Commission

announced that it has adopted certain
amended.rules designed to improve and
expedite the processing of specified pro-
ceedings. The purpose of this document
is to notify interested persons that para-
graph (e) (3) of amended § 1100.247, ap-
pearing at 41 FR 53,800-53,801, contains
an inadvertent inclusion, namely: “* * *

- Protestants shall name the carrier(s)

with whom interline operations shall be
performed and shall specificelly detail

the operation that can be performed -

thereunder.”

~

The above-quoted phrase should beo ex-
cised from the amended rule so that, as
corrected, paragraph (e (3) of § 1100.247
reads as follows:

§ 1100.247 Special rules governing no«
tice of filing of applications by motor
carricrs of property or passcngers
and brokers under scetions 206 (cx-
cept section 206(a) (6) relating to
certificates of regnatrahon), 209 and
211, by water carriers under scetions
302 (e), 303, and 309, nnd by freipght
forwarders under sculon 410 of the
Interstate Commerce Act, and cerfuin
other procedural mantters with respeet
thereto. (Rule 247)

* » * » *

(e) * & @B

(3) A protest against any appleation
shall set forth specifically the grounds
upon which 1t is made and contain & de-
talled statement of the protestant’s in-
terest in the proceeding (including o copy
of only the specific portions of its per«
tinent authority and including direct op-
erations held by virtue of the gateway
elimination regulations either published
in the FEpERAL REGISTER a3 letter-notices
or granted in separate gateway climina-
tion certificates, which protestant he-
leves to be in conflict with that sought
in the application, and describing in de-
tail the method (whether by joinder, in-
terline, or other means) by whieh pro-
testant would use such authority to
provide all or part of the service pro-
posed), shall request an oral hearing if
one is destred, and shall specify with
particularity the facts, matters, and
things relled upon, but shall not include
issues or allegations phrased generally.
Protests phrased in general terms and
not complying with these speoifications

may be rejected.
E * . » *
RoOBERT L. OswALD,
- Secretary.

[FR Doc.77-3149 Filed 1-21-77;8:46 am)
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proposedrules

This section of the FEDERAL REGISTER contains notices to the public of the proposed issuance of rules and regulations. The pun‘;osa of
these notices is to give interested persons an opportunity to participate in the rule making prior to the adoption of the final rules.

‘DEPARTMENT OF AGRICULTURE
Agricultural Marketing Service

- [7CFRPart1033]
[Docket No. AO-166-A49]

MILK IN THE OHIO VALLEY MARKETING
AREA

Decision on Proposed Amendments to
Marketing Agreement and to Order

A public hearing was held upon pro-
posed amendments to the marketing
agreement and the order regulating the
handling of milk in the Ohio Valley
marketing area. The hearing was held,
pursuant to the provisions of the Agri-
cultural Marketing Agreement Act of
1937, as amended (7 U.S.C. 601 et seq.),
and the applicable rules of practice (7
CFR. Part 900), at Columbus, Ohio, on
May 4, 1976, pursuant to notice thereof
issued on March 30, 1976 (41 FR 14192).

Upon the basis of the evidence intro-
duced at the hearing and the record
thereof, the Deputy Administrator, Pro-
gram Operations, on October 27, 1976
(41 FR 47940) filed with the Hearing
Clerk, United States Department of Ag-
riculfure, his recommended decision con-
taining notice of the opportunity to file
written exceptions thereto.

The material issues, findings and con-
clusions, rulings, and genersl findings
of the recommended decision are hereby
approved and adopted and are set forth
in full herein, subject to the following
modifications:

1. Under “1. Enabling handlers to
make payments to nonmember produc-

- ers”, three paragraphs are added im-
mediately following the 9th paragraph.

2. Under “3. Modification of the pool-
ing procedure to consider as one plant
the operation of two or more distribut-
ing plants for purposes of pool qualifi-
cations”, a paragraph is added follow-
ing the 11th paragraph. -~

3. Under “5. Classifying in Class .JII
the skim milk and butterfat in products
containing less than 6.5 percent nonfat
milk solids”, five paragraphs are added
immediately following the 3rd paragraph.

The material issues on the record re-
Iafe to: -

1. Payment procedures which would
permit handlers to make payments to
nonmember producers directly rather
than through the market administrator.

2. Procedure for pooling a plant that
qualified under the Ohio Valley order
and another order in the same month.

3. Modification of the pooling proce-
dure to consider as one plant the opera-
tion of two or more distributing plants
for purposes of pool qualification.

4. Inclusion of interplant transfers of
packaged fluid milk products as a route
disposition from the transferor-plant for

=

purposes of determining such plant’s
status as a pool plant.

5. Classifying in Class III the skim
milk and butterfat in products contain-
ing less than 6.5 percent nonfat milk
solids.

6. Classifying: in Class IOI the skim
milk and butterfat_in products in her-
metically sealed containers.

7. Conforming changes.

This decision deals with all the above
issues except Issue No. 2. The latter
issue was dealt with separately in a prior
partial decision on this record.

"FINDINGS AND CONCLUSIONS

The following findings and conclusions
on the material issues are based on
evidence presented at the hearing and
the record thereof: .

1. Enabling handlers to make pay-
ments directly to nonmember producers.
Under certain conditions payments for
producers’ milk for whom a cooperative
is not receiving payment from the mar-
ket administrator should be made by the
market administrator to the handler who
receives such producers’ milk for distri-
bution to the producers. The producers
to whom this would apply are generally
only those who are not members of a
cooperative., Of the 6,279 producers on
the market in February 1976, 752 were
not members of a cooperative.

Under the present order, handlers
must pay all order obligations for milk
to the market administrator. Payment is
then made by him, in terms of the uni-
form price, directly to producersortoa
cooperative for the milk of those produc-
ers for whom the cooperative is author-
ized to collect payment.

A handler who receives milk from more
than 150 nonmember producers proposed
that a handler, if he so requested, recelve
from the market administrator the pay-
ments due his nonmember producers.
The handler would then pay such pro-
ducers directly. Proponent contended
that the present provision, which was
adopted in 1970 and which requires the
market administrator to pay nonmember
producers directly, interferes with the
normsal handler-producer relations that
have been built up over a number of
years, Also, enabling him to pay his non-
member producers directly, he held,
would facilitate the money transactions
between him and his producers. The pro-
ponent handler must now issue separate
checks to each of his producers for his
payments to them in excess of the order's
uniform price. This, he contends, is con-
fusing to producers since they receive
this third check in addition to the two
(a partial and a final payment) recelved
directly from the market administrator.
If he were permitted to pay his pro-
ducers directly, as proposed, the amount

in excess of the order’s uniform price
that he pays them could be included in
the check for the final payment to such
producers under the order rather than
issuing them additional checks.

Prior to the dates when payments are
due under the order, the proponent
handler (and apparently others receiv-
ing milk from nonmember producers)
advances funds to some producers and
pays producers’ creditors (eg., for as-
slgnments and hauling). The amounts
thus paid by a handler, which are de-
ducted from his payment obligation to
the market administrator for producer
milk, are in turn deducted by the market
administrator from the payments for
milk due the producer. Proponent han-
dler claimed that enabling him to make
payments directly to his producers (in-
stead of having the markef administrator
making such payments) could avoid
much of the confusion that he now
claims exists. s

‘The spokesman for & cooperative that
supplies milk to the proponent handler
expressed the view that it is inequitable
not to allow handlers to pay nonmember
producers directly while cooperatives
may pay their producers directly.

A handler who receives milk from 42
nonmember producers and three of those
producers testified in support of the pro-
posal. They contended that if producers
were paid by the handler instead of by
the market administrator, the producers
would recelve their payments more
promptly than at present. The produc-~
ers stated that the checks maijled tothem
{from the market administrator’s office
are often delayed and that any questions
regarding them must involve extensive
correspondence with the market admin-
istrator. Producers expressed the view
that if the handler were allowed fo pay
them directly, they would be assured of
being paid promptly because the checks
could be hand-delivered to them by the
handler. Also, they claimed, any ques-
tions regarding payments for their milk
could be readily resolved locally with the
handler instead of through time-con-
suming correspondence with the market
administrator.

A handler receiving milk from sbout
100 nonmember producers also supported
the proposal. He indicated, however, that
if a handler who elected to pay produc-
ers directly became delinquent in mak-
ing such payments, that handler should
be precluded from continuing to make
such direct payments until he subse-
quently established over a reasonable pe-
riod of time a record of compliance with
the order’s payment provisions.

The major cooperatives in the market
opposed any order change that would
ensble a proprietary handler to.pay his
nonmember producers directly. In their
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view, the present system is operating
satisfactorily and should not be dis-
turbed. However, they held that if the
proposed change is adopted, appropriate
safeguards should be provided to assure
that the payments to nonmembers are
being made on time. They also urged (if
the proposal is adopted) that any han-
dler who became delinquent in his pay-
ments to the market administrator or to
nonmember producers not be eligible to
receive payments from the market ad-
ministrator to make such direct pay-
ments until he had made such payments
when due for several consecutive months.

It is reasonable that handlers be per-
mitted to receive payment from the mar-
ket administrator for distribution to
nonmember producers. Although opposed
by cooperatives, it was not established
that the change adopted herein would
adversely affect any producers or han-
dlers on the market. On the other hang,
enabling a handler to pay his nonmem-
ber producers directly will facilitate the
money transactions between them.

In its exceptions, the federation of
major cooperatives in the market argued
that since it is opposed to enabling a
proprietary handler to pay producers and
because the number of producers it rep-
resents is substantially greater than

those supplying the handlers who sup-"

ported the payment proposal here
adopted, the proposal should be denied.
It would be inconsistent with the intent

of the Act, and with the Department’s’

regulations governing the procedure for
amending marketing orders, to amend an
order on the bhasis that more people
favored an action rather than on the
basis of the record evidence of the
hearing.

Another argument by the federation
against permitting a handler to pay non-
member producers directly is its claim
that it is illegal for 2 hauler to hand-
deliver to producers a payment due from
the handler. Nothing in the provisions
here adopted provides that payments to
producers must be delivered by a hauler.
The order ouly requires that a handler
must make the payvments due producers
under the order by specified dates. The
manner in ‘which a handler transmits
pavments to producers is not specified
in the order. -

The cooperatives’ exceptions sug-
gested that permitting proprietary han-
dlers to pay producers as adopted herein
will enable such handlers to obtain milk
from producers at prices less than what
- other handlers must pay and, addition-
ally, will enable such handlers to take
producers away from cooperatives by
offering the producers something in ex-
cess of the order’s minimum prices.
‘Whether or not a2 handle elects to pay
his nonmember producers directly, the
amount of money that he must pay the
producers in accordance with the terms
of the order will in no wav be affected.
Also, the extent to which a handler pays
his producers in excess of the minimum
prices provided by the order compared
to such amounts in excess of the mini-
mums paid by cooperatives is outside the
scope-of the order and is not a matter
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that can be considered as being affected
by the order change provided in this
decision.

It is necessary, however, that appro-
priate safeguards be provided to assure
that such payments to producers are
made when due. Otherwise, the order
could place fhose handlers who are in
compliance with the payment provisions
at a compefitive disadvantage with those
delinguent handlers who are using money
due producers as a free source of funds
for operating expenses.

A handler who the market administra-
tor determines is delinquent in any pay-
ment obligations under the order should
not be eligible to receive money from the
market administrator for payment to
producers. Any transfer of money by the
market administrator to a handler in
this circumstance would remove much
of the incentive for a handler to con-
sistently comply with the order’s pav-
ment requirements. So that there might
be g reasonable demonstration of com-
pliance with the order, a delinquent han-
dler should not be eligible to pay his pro-
ducers until he has met all prescribed
payment obligations for three consecu-
tive months. ;

3. Modification of the pooling proced-
ure to consider as one plant the opera-
tion of two or more distributing plants
Jor purposes of pool qualifications. The
operator of two or more distributing
plants should be permitted to consider
them collectively as one plant for the
purpose of meeting the total monthly
route disposition percentage requirement

- (60 percent in September-February and

45 percent in other months) for pooling
& single plant. Each plant in such & unit
would have to meet individually the pres-
ent requirement that at least 15 percent
_of the total monthly route disposition
from g plant be made in the marketing
area. It was not proposed that this latter
requirement be changed.

The handler who proposed unit pool-
ing operates six pool distributing plants.
He contended that requiring him to
_qualify each plant separately necessitates
his making uneconomic movements of
milk between plants. Proponent handler
claimed that the pooling provisions un-
warrantedly set a higher performance
standard to qualify his total operation
for poo}jng than is required of an opera-
tion comparable to it in a single plant.
Allowing him to qualify his plants as a
unit, he argued, would put him on essen-
tially the same basis as a handler op-
erating one plant.

The handler maintains a substantial
manufacturing operation at one of his
six distributing plants. Cottage cheese, a
principal product made at that plant (in
New Bremen, Ohio), is produced there
for other plants. The other five plants
are essentially Class I operations. Each
of the six plants meets individually the
pooling requirement that at least 15 per-
cent of its total monthly route disposi-
tion is in the marketing area. Based on
the total quantities of milk physically
handled at each plant, all plants except
the New Bremen plant easily meet the
total monthly route disposition percent-

age requirement (50 percent in Septem-
ber-February and 45 percent in other
months) for pooling. _

In order to keep the New Bremen plant
pooled, ~the handler regularly diverts
milk to stich plant from his other dis-
tributing plants rather than associating
the milk directly with the New Bremen
plant. This is because the diverted milk
is considered as a receipt of producdr
milk at the pool plant from which di~
verted and is not counted as a receipt
at the New Bremen plant in calculating
its total route disposition percentage for
pooling. In reality, a substantial propor-
tion of the diverted milk received at the
New Bremen plant is actually a regular
part of that plant’s milk supply.

The handler’s pooling efforts are
further complicated by the order require=
ment that at least two days’ production
of a producer be physicolly received at a
pool plant during the month to qualify
his remaining production for diversion
to other plants. This makes it necessaxy
for producers whose milk regularly goes
to the New Bremen plant by diversion
to deliver at least two days’ production
during the month to other pool distribut«
ing plants. '

Providing for unit pooling will elimi-
nate the shifting of loads of producers’
milk between a multi-plant operator’s
various plants, which is now done to
insure the pooling of all the handler's
plants. With unit pooling, it will be pos~
sible to assign producers regularly to
plants where it is most practicable for
them to deliver. The increased record-
keeping ‘necessitated by producers de-
lvering to & number of plants during
the month would be eliminated.

The shifting of producers’ deliveries
between a multi-plant operator's plants
solely for the purpose of qualifying such
plant individually, and the added record-
keeping caused by it, is of no practical

“beneflt to handlers or producers. Remov-

ing the need for this burdensome practice
will facilitate the movement of milk from
producers’ farms to plants where it is ac-
tually needed.

Also, the proposal here adopted, by
affording him greater flexibility in op-
erating his plants than is now possible
under the order, will enable o multl-plant
operator to obtain the optimum utiliza-
tion of the facilities available at each
plant. In effect, it will enable him to
achieve an economy of scale comparable
to that which would be realized by main-
taining his total operation in one plant.

A multi-plant handler may find it im-
practical and uneconomical to maintain
at each of his plants the equipment nec~
essary to process and package (and in
each container size) all fluid milk prod-
ucts and other dairy products (e.g.,, sour
cream, cottage cheese, eggnog) commons-
1y distributed to retail and wholesale out-
lets from such plants. In fact, confining
certain specialized operations (e.g., cot-
tage cheese manufacture) to one plant
may at times be the onlv economically
feasible means that justifies the inveat-
ment required to install and maintain the
equipment, and facilities needed for such
specialized operations.
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Presently, under the order, a multi-
plant operator is placed at a disadvan-
tage vis-a-vis a single plant operator.
That is, to insure pool plant status for
all his plants he may be forced to irag-
ment his other than Class I operations
among his various plants or to resort to
a program of moving milk between his
plants solely for the purpose of qualify-
ing them. Neither of these alternatives,
.which result in increased costs to & han-
dler, actually serves any useful purpose,

Although a federation of the market’s
cooperatives did not testify in opposition
to the proposal, its spokesman suggested
that adopting it could result in attach-
ing unneeded additional milk to the pool.
However, it is not apparent that the pro-
posed unit pooling could provide a means
of pooling any significant quantities of
additional milk. Although unit pooling
would provide a handler more flexibility
in directing the movement of milk from
producers’ farms to his various plants,
the handler’s potential for associating
milk supplies with the market actually
would be no greater whether he qualifies

his distributing plants individually or on
8 combined basis.

In its exceptions to the recommended
decision, the federation of cooperatives
suggested that the provision here adopted
does not give equal consideration to
single plant operators who also process
large amounts of Class II and Class II
items in conjunction with their fluid mitk
operations. On the confrary, only by
permitting the operator of two or more
distributing plants to consider them as a

. unit for pooling purposgs, as provided in

- this decision, will it be possibe for him to
qualify his total operation for pooling on
the same basis that single plant opera-
tors, qualify their total operations for
pooling.

The order accords pool plant status for
the month to a distributing plant that
failed to meet the total route disposition
percentage requirement for pooling if it
met that requirement in the three imme-
diately preceding months. This provision,
which was adopted fo deal with a single
plant operation, should not be applicable
for the month to a plant that qualified
for pooling within g unit in any of the
three immediately preceding months.
Since the route disposition from such &
plant would have been used as a basis to
qualify collectively it and and all other
plants in the unit, one or more of which
apparently would not qualify ingdivid-
ually as a pool plant, such plant cannot
be reasonably considered as having met
the same conditions that a single pldnt
must have met for three consecutive
months as a basis for pooling in the fol-
lowing month.

4, Inclusion of interplant transfers of
packaged fluid milk products as a route
disposition from the transferor-plant for
determining such plant’s status as a pool
plant. Packaged fluid milk products
transferred to a distributing plant from
& plant from which no fluid milk prod-

- uets are distributed to wholesale or re-
tail outlets in the marketing area should

not be considered as a route disposition
frqm the transferor-plant in determin-
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ing its pool plant status. Such transfers
to a distributing plant from any plant
are now counted as a route disposition
in the marketing area from the trans-
feror-plant to the extent of the in-nrea
disposition of the transferee-plant. If the
in-area disposition thus assigned to the
transferor-plant is at least 15 percent
of its total route disposition, and it other-
wise meets the order’s monthly total
route disposition requirement for pooling
(50 percent of its receipts in September-
February and 45 percent in other
months), the plant qualifies as o pool
plant.

A handler proposed that packaged
fluid milk products received at a distrib-
uting plant from a plant having no dis-
tribution in the marketing area be con-
sidered an interplant transfer instead
of as a.route disposition from the trans-
feror-plant in determining its pool plant
status, Except for the single purpose of
qualifying a distributing plant as a pool
plant, such packaged fluld milk products
moved between plants are now handled
as an interplant transfer.

Cooperatives opposed the handler pro-
posal. They were concerned that it might
result In providing a competitive ad-
vantage to a nonpool plant from which
packaged fluid milk products were trans--
ferred to a pool plant. However, their
spokesman did not explain how such an
advantage could be realized.

Until recently, milk in gallon contain-
ers distributed on routes from the pro-
ponent handler's Beckley, West Virginia,
pool plant was packaged at his plant in
Radford, Virginia, a plant from which
no fluid milk products are distributed
to wholesale or retail outlets in the mar-
keting area. Since these packaged trans-
fers were consldered as a route disposi-
tion in the Ohio Valley marketing area
from the Radford plant in determining
its pool status and since they represented
more than 15 percent of the Radford
plant’s total route disposition, it qualified
as & pool plant.

When the equipment+4for packaging
milk in gallon containers was moved from
Radford to the Beckley plant, the Rad-
ford plant became a nonpool plant and
its packaged gallon container require-
ments have since been received from the
Beckley plant. The intent of the han-
dler's proposal is to enable him to again
package milk in gallon containers for
his Becklex and Radford operations at
his Radford plant without this affecting
the nonpool plant status of the Radford
plant.

The present provision was adopted a
number of years ago because custom-
bottling for other handlers in this market
is a substantial part of some plants’ oper-
ations compared to thelr ovn route dis-
position. In this clrcumstance, such
plants can not always meet the route
disposition percentage requirements for
pooling without being credited with the
route disposition of the handlers for
whom they custom-bottle. Counting the
custom-packaged fluld milk products as
a route disposition from the plant where
packaged (the transferor-plant) assures

the pooling of such plant.
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When the provision that considers
transfers of packaged milk as a route
disposition from the transferor-plant to .
qualify it as a pool plant was adopted,
it did not contemplate packaged trans-
{fers to a pool plant from a nonpoeol plant
(e.g., Radford). Regulating such a planf,
from which no fluid milk products are
distributed to wholesale or retail outlets
in the marketing area, is not necessary
to insure the integrity of the regulation.
A plant from which a limited quantify
of packaged fluld milk products is trans-
ferred to a pool distributing plant can-
not reasonably be considered an inte-
gral part of the regulated market. This
would not be the case, however, if a sub-~
stantinl portion of the filuid milk prod-
ucts processed at the plant were trans-
ferred to pool distributing plants. In
that circumstance, it could qualify for
pooling as a supply plant in the same
manner as a plant from which bulk fluid
milk products are shipped to pool dis-
tributing plants.

Under Ohio Valley and all other Fed-
eral orders with marketwide pooling,
when fluld milk products transferred to
pool plants during the month are in-
suflicient to qualify the transferor-plant
as a pool plant, such transfers are con-
sldered as a recelpt of other source milk
at the pool plants. On such transfers

‘classified in Class I, a pool plant opera-

tor is required to pay the producer-
settlement fund the difference between
the Class X price and uniform price value
for such milk. This compensatory pay-
ment rate has been found as a reason-
able and equitable basis for removing
any price advantage that a pool plant
operator may have for obtaining milk
from an unregulated plant rather than
trlomt producers or from a regulated
plant.

5. Classtfying in Class IIT the skim
milk: and butterfat in products contain-
ing less than 6.5 percent nonfat milk
solids. The order should specify that the
skim milk and butterfat in a product
containing less than 6.5 percent nonfat
milk solids shall be classified in Class ITL.
‘The present order specifies no minimum
percentage of nonfat milk solids as a
basls for determining the classification
of skim milkz and butferfat in the prod-
uct. In the absence of a designated clas-
sification, such a product is now clas-
sifled as Class I.

The handler who proposed the order
change here adopted supplies lowfat
milk to a bottler for use in the produc-
tion of a-beverage comparablé fo soda
pop. The beverage, which contains a very
limited amount of milk solids, is sold in
competition with soda pop. Providing a
Class III classification for the skim milk -
and butterfat used to produce that prod-
uct will enable the bottler to continue
to use dairy products and to compete
more equitably with the manufacturers
of similar products.

Fluid products that contain only mini-
mal amounts of nonfat milk solids are .
not milk products and are not consid-
ered as being competitive with fiuid milk
products. It Is appropriate, therefore,
to provide a reasonsble basis to exclude
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such products from the fluid milk prod-
uct definition and to classify in Class TII
the skim milk and butterfat used in their
manufacture. Excluding from the fiuid
milk product definition (and including
in the Class IIX classification). the skim
milk and butterfat in a product contain-
ing less than 6.5 percent nonfat milk
solids is an appropriate standard for this
purpose.

The major cooperatives in the market;
excepted to classifying in Class IIT the
skim milk and butterfat in products con-
taining les than 6.5 percent nonfat milk
solids. They claimed that “there is no
easy way to test for milk solids” and that
enforcing the provision would not be
feasible.

All handlers- must account on their
monthly reports to the market adminis-
trator for the disposition of the skim
milk and butterfat in all milk and milk
products recelved .during the month.

Each handler is required to maintain-

complete and accurate records of the
quantities of skim milk and butterfat
used to produce the various products
produced in his plant; or moved to other

plants, The handler's records are audited --

regularly by the market administrator
to verify the utilizations claimed by the
handler. Also, in verifying the utiliza-
tions claimed by the handler on his re-
ports, the market administrator routinely
runs laboratory tests to confirm the
quantities of butterfat and nonfat.milk
solids claimed to have been used in the
production of the various products.

Through these procedures, the market
administrator should be able to ascer-
tain whether a beverage intended as a
non-fluid milk product contains less
than 6.5 percent nonfat milk solids. To
deny a Class IITI classification for the
skim milk and butterfat used to produce
& product containing less than 6.5 per-
cent nonfat milk solids, based on the
assertion that there is no easy or prac-
tical way to test for nonfat milk solids,
is not justified. . .

‘The provision here adopted is the same
as that adopted for 39 orders in the As-
sistant Secretary’s February 2, 1974, de-
cision (39 FR 8452) of which official no-
tice is taken,

6. Classifying in Class III the skim
milk and butterfat in products in her-
metically sealed containers. No change
should be made in the classification of
skim milk and butterfat in sterilized
products in hermetically sealéd contain-
€rs. .

The order excludes dietary products
and infant formulas in hermetically
sealed containers from the fluid milk
product definition, The skim milk and
butterfat in such products are classified
in Class IIT, In all other instances, skim
milk and butterfat are classified on the
same basis whether or not the end prod-
uct is sterilized and packaged in a her-
metically sealed container. B

A handler proposed that the skim milk
and butterfat in all products in her-
metically sealed containers be excluded
from the fluid milk product definition.
This would have the effect of classifying
in Class 11T the skim milk and butterfat

.
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in fluid milk products packaged in her-
metically sealed containers for which a
Class. I classification is now specified in
the order. .

Milk {ransferred from proponent’s and
other handlers’ pool plants to a nonpool
plant is used in the manufacture of a
variety of food products. The milk prod-
ucts made at the nonpool plant, all of
which are sterilized and packaged in
hermetically sealed containers, include a
beverage that is marketed for medicinal
purposes. Since this beverage falls in the
category of a fluid milk product under
the order, the skim milk and butterfat
in it are classified in Class I.

The product in question is sold for
fluid consumption. The production of it
apparently requires milk comparable in
quality to that in Class I fluid milk prod-
ucts. It is not a manufactured milk prod-

uct for which a Class II or Class III-

classification is provided.
‘The operator of the nonpool plant con-
tended that since all milk products made

in his plant are sterilized and packaged .

in hermetically sealed containers, they
are not competitive with unsterilized
products. Accordingly, he argued, any

. sterilized fluid milk product made at his

plant should be classified in Class IIT and
not in Class I, as now provided in the
order.

The packaging of fluid milk products
in hermetically sealed containers, or the
sterilization of such products, does not
change the form or purpose of such prod-
ucts, As in the case of the unsterilized
fluid milkk products that they resemble,
such products are disposed of in fluid
form for fluid consumption as a beverage.

Returns to producers for milk disposed

‘of in the form of fluid milk products

should be the same whether such prod-

ucts are sterilized or unsterilized. Such |

products in either form are marketed for
the same or a comparable beverage use.
Classifying all such products in Class I
assures that returns from producer milk
used in sterilized fluid milk products will
contribute on the same basis as returns
from producer milk used in unsterilized
fluid milk products taward inducing an
adequate supply of milk for fluid use.
Except for dietary products and infant
formulas the uniform classification plan
for 39 orders, adopted in the Assistant
Secretary’s “February 2, 1974, decision
(39 FR 8452), removed any exception to
a Class I classification of a fluid milk
produet that was sterilized or packaged
in a hermetically sealed container.

The record of this hearing affords no
basis for providing a classification of
fluid milk products packaged in hermeti-
cally sealed containers different from
that which has been found to be appro-
priate in this and other orders. Accord-
ingly, the proposal to classify the skim
milk and butterfat in fluid milk prod-
ucts packaged in hermetically sealed
containers in Class IIT is denied.

1. Conforming changes. In § 1033.12
(b) of the order, the term “dairy farm-
ers” should be replaced with the word
“producers” and in §1033.60(g), the
term ‘“nonpool plants” should be replaced

with the term ‘“unregulated plants”.

~

These changes were requested by the
Dairy Division to. clarify the order lan-
guage. The wordings adopted will not
result in any different application of the
order provisions wherein the changes
are made. They will, however, remove
any ambiguity in the interpretation of
the order that might result from the
present language.

In § 1033.12(b), which is the definition
of & pool supply plant, the word “pro-
ducers” (which is defined in the order)
designates more specifically than “dairy
farmers” those persons & specified per-
centage of whose total dellveries to a
supply plant must be transferred to pool
distributing plants to qualify the supply
plant for pooling,

Paragraph (g) in § 1033.60 is a step in
computing the compensatory payment
obligation of a handler on milk received
from unregulated plants. The present
reference to “nonpool plants” instead of
“unregulated plants” is technically in-
correct. This paragraph has no applica-
tion to milk received from other order
plants, which are nonpool plants but
which are not unregulated plants.

RULINGS ON PROPOSED FINDINGS AND
CONCLUSIONS

Briefs and proposed findings and con-
clusions were filed on behalf of certain
interested parties. These briefs, proposed
findings and conclusions and the evi-
dence in the record were considered in
making the findings and conclusions get
forth above. To the extent that the sug-
gested findings and conclusions filed by
interested parties are inconsistent with
the findings and -conclusions set forth
herein, the requests to make such find-
ings or reach such conclusions are denied
for the reasons previously stated in this
decision. ’

GENERAL FINDINGS

The findings and determinations here-
inafter set forth are supplementary and
in addition to the findings and determi-
nations previously made in connection
with the issuance of the aforesaid order
and of the previously issued amendments
thereto; and all of said previous findings
and determinations are hereby ratified
and affirmed, except insofar as such find«
ings and determinations may be in con«
flict with the findings and determina-
tions set forth herein.

(a) The tentative marketing apree-
ment and the order, as hereby proposed
to be amended, and all of the terms and
conditions thereof, will tend to effectuate
the declared policy of the Act;

(b) The parity prices of milk as deter~
mined pursuant to section 2 of the Act
are not reasonable in view of the price
of feeds, available supplies of feeds, and
other economic conditions which affect
market supply and demand for milk in
the marketing area, and the minimum
prices specified in the tentative market-
ing agreement and the order, as hereby
proposed to be amended, are such prices
as will reflect the aforesaid factors, in-
sure a sufficient quantity of pure and
wholesome milk, and be in the publio
interest; and
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(c) The tentative marketing agree-
ment and the order, as hereby proposed
to be amended, will regulate the handling
of milk in the same manner as, and will
be applicable only to persons in the re-
spective classes of industrial and com-
mercial activity specified in, a marketing
agreement upon which a hearing has
been held.

RULINGS ON EXCEPTIONS

In arriving at the findings and con-
clusions, and the regulatory provisions of
this decision, each of the exceptions re-
ceived was carefully and fully considered .
in conjunection with the record evidence.
To the extent that the findings and con-
clusions. and the regulatory provisions of
this decision are at variance with any of
thé exceptions, such exceptions are
_hereby overruled for the reasons pre-
viously stated in this decision.

. MARKETING AGREEMENT AND ORDER !

Annexed hereto and made a part here-
of are two documents, a Marketing
Agreement regulating the handling of
milk, and an Order amending the order
regulatmg’the handling of milk in the
- Ohio Valley marketing area which have
been decided upon. as the detailed and
appropriate means of effectuating the
foregomg conclusions.

It is hereby ordered, That this entire
decision, except the attached marketing
agreement, be published in the FEDERAL
Recister. The regulatory provisions of
the marketing agreement are identical
with those contained in the order as
hereby proposed to be amended by the
attached order which is published with
this decision.

~ DETERMINATION OF PRODUCER APPROVAL
AND REPRESENTATIVE PERIOD -

November 1976 is hereby determined
to be the representative period for the
purpose of .ascertaining whether the is-
suance of the order, as amended and as
hereby proposed to be amended, regu-
lating the handling of milk in the Ohio
Valley marketing area is approved or
favored by producers, as defined under
the terms of the order (as amended-and
as hereby proposed to be amended),
who during such representative. period
were engaged in the production of milk
for sale within the aforesand marketing
area.

Inflation Impact Statement. The
United States Department of Agriculture
has determined that this dociiment does
not contain a major proposal requiring
preparation- of an Inflation Impact

—_Statement under Executive Order 11821
and OMB Circular A-107.

Signed at Washington, D.C. on Jan-
uary 17, 1977.

RicHARD L. FELTNER,
Assistant Secretary.

- Order amending-ithe order, regulating

+

1This ordér shall not become effective un-

Iess and until the requirements of § 900.14 of

the rules of practice and procedure govern-

_. ing. proceedings to formulate marketing

agr:ements and marketing orders have been
met.

PROPOSED RULES

the handling of milk in the Ohlo Valley
marketing area.

FINDINGS AND DETERMINATIONS

The findings and determinations here-
inafter set forth are supplementary and
-in addition .to the findings and deter-
minations previously made in connection
with the issuance of the aforesaid order
and of the previously issued amendments
thereto; and all of said previous findings
and determinations are hereby ratified
and affirmed, except insofar as such find-
ings and determinations may be in con-
flict with the findings and determina-
" tions set forth herein,

(a) Findings. A public hearing was
held upon certain proposed amendments
to the tentative marketing agreement
and to the order regulating the handliny
of milk in the Ohio Valley marketing
area. The hearing was held pursuant to
the provisions of the Agricultural Mar-
keting Agreement Act of 1937, as
amended (7 U.5.C, 601 et seq.), and the
applicable rules of practice and proce-
dure (7 CFR Part 900).

Upon the basis of the evidence intro-
duced at such hearing and the record
thereof, it is found that:

(1) The said order as hereby amended,
and all of the térms and conditions
thereof, will tend to effectuate the de-
clared policy of the Act;

(2) The parity prices of milk, as de-
termined pursuant to section 2 of the
Act, are not reasonable in view of the
price of feeds, available supplies of feeds,
and other economic conditions which af-
fect market supply and demand for milk
in the said marketing area, and the min-
imum prices specified in the order as
hereby amended, are such prices as will
reflect the aforesaid factors, insure o
sufficient quantity of pure and whole-
so:ge milk, and be in the public interest;
an

(3) The said order as hereby amended
regulates the handling of milk in the
same manner as, and Is applicable only
to persons in the respective classes of
industrial or commercial activities spec-
ified in, a marketing agreement upon
which a hearing has been held.

Order relative to handling. It is there-
fore ordered that on and after the effec-
tive date hereof the handling of milk in
the Ohio Valley marketing area shall he
in conformity to and in compliance with
the terms and conditions of the order, as
amended, and as hereby amended, as
follows:

The provisions of the proposed market-
ing agreement and order amending the
order contained in the recommended de-
cision issued by the Deputy Administra-
tor, Program Operations, on October 27,
1976, and published in the Feperarn Rec1S-
TER on (41 FR 47940) shall be and are the

-terms and provisions of this order,
amending the order, and are set forth in
full herein.

1. Section 1033.7 is revised as follows:
§ 1033.7 Fluid milk product.

“Fluid milk product” means the fol-
lowing products or mixtures in either
fluid or frozen form, including such
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products or mixtures that are flavored,
cultured. modified (with added nonfat

milk solids), concéntrated, or reconsti-
tuted: Milk, skimmilk lowfat milk, milk
drinks, buttermﬂk filled milk, milk
shake mixes containing less than 20 per-

“cent total solids, and mixtures of eream

and milk or skim milk containing less
than 10.5 percent butterfat. The term
“fluid milk product” shall not include
egenog, yogurt, frozen desserts, frozen
dessert mixes, dietary products and in-
{fant formulas in hermetically sealed
metal or glass containers, evaporated or
condensed milk or skim milk in plzin or
sweetened form, any product containing
six percent or more nonmilk fat (or oil),
and any product that contains by weisht
less than 6.5 percent nonfat milk solids.

2, Section 1033.8 is reviced as follows:
§ 1033.8 Route disposition.

“Route disposition” means a delivery,
either directly or through any distribu-~
tion facility (including disposition from
a plant store or by-a vendor or vending
machine), of a fluld milk product classi-
fied as Class I pursuant to § 1033.41(2),
except 4 delivery to a8 plant. However,
{or the single purpose of determining the
qualification of a plant as 2 peol distrib-
uting plant, packaged fluid milk prod-
ucts transferred as Class I milk from a
plant (except a plant from which no
fluld milk products are distributed to
wholesale or retail gutlets in the market-
ing area) to another plant shall be con-
sldered as route disposition of the trans-
feror-plant and shall be considered as
route disposition in the marketing area
to the extent of the transferee-plant’s
route disposition in the markzeting area.

3. In §1033.12, paragrarh (2)(2){d,
1), and (i1) isrevised as follows:

§1033.12 Pool plant.

» [ ]

(ﬂ) . o » -

(2) . ® »

(1) Both such route dispesition’and re-
celpts shall be exclusive of filled milk
and of packaged fiuid milk products re-
celved from other plants if priced as
Class I milk under this or any cther
Federal order:

i1y A distributing plant (except a
plant that qualified under paragrarh
(a) (2) (1i) of this section) that does not
meet such percentage requirement in the
current month shall not be disqualified
under this subparagraph as a pool plant
if such percentage was met in each of
the three immediately preceding
months; and

(1i1) Two or more plants of a handler
may be considered as 2 unit for the pur-
pose of meetine the percentaze require-
ment under this subparagraph in any
month for which the handler notifies the™
market administrator that they should
be o considered.

. » » - »

4. In §1033.12, paragraph (b) is
amended by replacing the words “dairy
farmers” with the word “producers”.
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5. In §1033.41, paragraph (c) (1) is :
revised as follows: i
§ 1033.41 Classes of utilization,
(c)‘\ ** : .
(1) Skim milk and butterfat used to

® . =

produce butter, nonfat dry milk, dry

‘whole milk, dry whey, dry buttermilk,
casein, cheese (except cotfage cheese and
cottage cheese curd), frozen cream, milk
shake mixes containing 20 percent or
more total solids, frozen desserts, frozen
dessert mixes, dietary products and in-
fant formulas in hermetically sealed
metal or glass containers, evaporated or
condensed milk or skim milk in plain or
sweetened form, any product containing
siz percent or more nonmilk fat (or oil),
and any product that contains by weight
less than 6.5 percent nonfat milk solids.
* » * *

N - [ ]
§1033.60 [Amended]

6. In §1033.60, paragraph (g) is
amended by replacing the words “non-
pool plants” with the words ‘‘unregu-
lated supply plants”. .

7.In § 1033.72, a new paragraph (c-1)
is added as follows:

§ 1033.72 Payments from the producer-
settlement fund.
» * * M » *

(c-1) In making payments to pro-
ducers pursuant to paragraphs (a) gnd
(b) of this section, the market admin-
istrator shall pay, on or before the day
prior to the dates specified in such par-
agraphs, to each handler who so re-
quests for milk received by the handler
from producers for whom a cooperative
association is not collecting payments
pursuant to paragraph (c¢) of this section
an amount equal to the sum of the indi-
vidual payments_otherwise due them by
the respective dates specified in para-
graphs (a) and (b) of this section. Any
handler who the market administrator
determines Is or was delinquent with re-
spect to any payment obligation under
this order shall not be eligible to par-
ticipate in this payment arrangement
until the handler has met all prescribed
payment obligations for three consecu-
tive months. In msaking payments to
producers pursuant to this paragraph,
the handler shall furnish each producer
the following information:

(1)- The identity of the handler and
the producer and the month to which the
payment applies; .-

(2) The total pounds and, with re-
spect to final payments, the average but-
.terfat content of the milk for which pay-
ment is being made;

(3) The minimum rate of payment re- -

quired by the order and the rate of pay-
ment used if such rate is other than the
applicable minimum rate; ’

(4) The amount and nature of any de-
ductions from the amount otherwise due
the producer; and

(6) The net amountof payment to the
producer.

*® L] * * [ ]

{FR Doc.77-2176 Flled 1-21-77;8:45 am]

~

PROPOSED RULES

. DEPARTMENT OF
TRANSPORTATION

Federal Aviation Administration
~ [14CFRPart71]
[Airspace Docket No. 70-SW-62]
“TRANSITION AREA
. Px;opbsed Designation

‘The Federal Aviation Administration
is considering amending Part 71 of the
Federal Aviation Regulations to desig-
nate a transition area at McGehee, Ark.

Interested persons may submit such
written data, views or arguments as they
may desire, Communications should be
submitted in triplicate to Chief, Airspace
and Procedures Branch, Air Traffic Di-
vision, Southwest Region, Federal Avia-
tion Administrafion, P.O. Box 1689, Fort
Worth, Texas 76101. All communications
received on. or before February 23, 1977,
will be considered before action is taken
on the proposed amendment. No public
hearing is contemplated at this time, but
arrangements for informal conferences
with Federal Aviation Administration
officials may be made by contacting the
Chief, Airspace and Procedures Branch.
Any data, views or arguments presented
during such conferences must also be
submitted in writing in accordance with
this notice in order to become part of the
record for consideration. The proposal
contained in this notice may be changed
in the light of comments received.

The official docket will be available
for examination by interested persons at
the Office of the.Regional Counsel,
Southwest Region, Federal Aviation Ad-
ministration, Fort Worth, Texas. An in-
formal docket will also be available for
examination at the Office of the Chief,
Airspace and Procedures Branch, Air
Traffic Division.

It is proposed to amend Part 71 of the
Federal Aviation Regulations as herein-
after set forth.”

In § 71.181 (42 F.R. 440), the following
transition area is added: -

* McQGEHEE, ARK.

That airspace extending upward from 700
feet above the surface within a 6.5-statute-
mile radius of McGehee Municipal Airport,
McGehee, Ark. (latitude 33°37'15’* N., longi~
tude 91°22'00°’ W.).

_ The. transition area will provide con-
trolled airspace for aircraft executing a
proposed VOR/DME instrument ap-
proach procedure to McGehee Munici-
pal Airport. Coincident with this action,

the airport will be changed from VFR .

to IFR.

The FAA has determined that this
document does not contain g major pro-
posal requiring preparation of an Infla-
tionary Impact Statement under Execu-
tive Order 11821 and OMB Circular A-
107. ’ -

This amendment is proposed under the
authority of section 307(a) of the Fed-~
eral Aviation Act of 1958 (49 U.S.C. 1348)
and of section. 6(c) of the Department
of Transportation. Act (49 U.S.C. 1655

- {e)).

_Administration,

Issued in Fort Worth, Texas, on Jan-
uary 11, 19717.

PAUL J. BAKER,
- Director, Southwest Region,

[FR Doc. 77-2080 Filed 1-21-77;8:46 am]

[14CFRPart71] !
{Airspace Docket No. 76-SW-64]

TRANSITION AREA
Proposed Alteration

The Federal Aviation Administration is
considering amending Part 71 of the Fed-
eral Aviation Regulations to alter the
Dallas-Fort Worth, Tex., transition area.

Interested persons may submit such
written data, views or arguments as they
may desire. Communications should be
submitted in triplicate to Chief, Alrspace
and Procedures Branch, Air Traffic Divi-
sion, Southwest Region, Federal Aviation
P.O. Box 1689, Fort
Worth, Texas 76101. All communications
recelved on or before February 23, 1971,
will be considered before action is taken
on the proposed amendment. No public
hearing is contemplated at this time, but
arrangements for informal conferences
with Federal Aviation Administration
officials may be made by contacting the
Chief, Airspace and Procedures Branch.
Any data, views or arguments presented
during such conferences must also be
submitted in writing in accordance with
this notice in order to become part of the
record for consideration. The proposal
contained in this notice may be changed
in the light of comments recelved.

The official docket will be available for
examination by interested persons at the
Office of the Regional Council, Southwest
Region, Federal Aviation Administration,
Fort Worth, Texas. An informal docket
will also be available for examination at
the Office of the Chief, Airspace and Pro-
cedures Branch, Air Trafic Division.

1t is proposed to amend Part 71 of the
Federal Aviation Regulations as herein-
after set forth.

In § 71.181 (42 F.R. 440), tho Dallag~
Fort Worth, Tex., transition aren Is
amended to read, in part, by deleting: “'to
latitude 32°44'00’’ N., longitude 96°26'~
00’ W.; to latitude 32°34'00*’ N., longi-
tude 96°37/00’ W.; and substituting
therefor: “to latitude 32°4400*’ N, lon-
gitude 96°26°00”* W.; to latitude 32°41’-
00’* N., longitude 96°29'30'* W.; to Iati«
tude 32°37/30”* N., longitude 96°30°156*'
W.: to latitude 32°37°45’’ N., longitude
96°32’45’* W.; to latitude 32°34’00'’ N.,
longitude 96°37°00°’ W.;"”.

Alteration of the transition area is nec-
essary to provide controlled airspace for
a standard instrument approach proce-
dure (NDB-A,, Original) to the Hudson
Airport, Mesquite, Tex.

This notice will also apprise alrspaco
users of a proposal to change the airport
category from VFR to IFR operations.

The FAA has determined that this
document does not contain a major pro«
posal requiring preparation of an In-
flationary Impact Statement under Ex=~
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ecutive Order 11821 and OMB Circular
A-107.

This amendment is proposed under
the authority of section 307(a) of the
Federal Aviation Act of 1958 (49 U.S.C.
1348) and of section 6(c) of the Depart~
ment of Transportation Act (49 U.S.C.
1655(c) ).

Issued in Fort Worth, Texas, on Jan-

-uary 11, 1977.
PavL J. BARER,
Acting Director, Southwest Region.

[FR Doc.77-2081 Filed 1-21-~77;8:45 ani]

[ 14CFRPart71]
-{Alrspace Docket No. 76£W-—63]
S TRANSITION AREA
. 'Proposed Alteration

The Federal Aviation Administration
is considering amending Part 71 of the
Federal-Aviation. Regulations to alter
_ the Monroe, La., transition area. .

Interested persons may submit such
written data, views or arguments as they
may desire. Communications should be
submitted in triplicate to Chief, Air-
space and Procedufes Branch, Air Traf-
fic Division, Southwest Region, Federal
Aviation Administration, P.O. Box 1689,
Fort Worth,-Texas 76101. All communi-
cations received.on or before February
23, 1977, will be considered before action
js taken on the proposed amendment. No
public hearing is contemplated at this
time, but arrangements for informal
conferences with Federal Aviation Ad-
ministration officials may be made by
contacting the Chief, Airspace and Pro-
cedures Branch. Any data, views or ar-
guments presented during such confer---
ences must also be submitted in writing
in aecordance with this notice in order
to0 become part of the record for consid-
eration. The proposal contained in this
notice may be changed in the light of
comments received.

_ The official docket will be available for
examination by interested persons at the

~Office of the Regional Counsel, South-
west Region, Federal Aviation Adminis-
tration, Fort Worth, Texas. An informal
docket will also be available for examina-~ -

_tion at the Office of the Chief, Airspace

and Procedures Branch Air Traffic Divi-

sion. '

It is proposed to amend Part 71 of the
Federal Aviation Regulations as here-
inafter set forth.

_In §71.181 (42 FR 440); the Monroe,
Ta. ., transition area is amended as
follows:

MONRROE, LaA.

That alrspace extepding upward from 700
feet above the surface within a 20-mil€ radlus.
of the Monroe™ Munlcipal Atrport (latitude
32°30°30" N., longitude 90°02°20"” W.); and
within an 8 5-mile radius of M\orehouse
Memorial Airport, Bastrop, La. (latitude 32°
45’25 N., longitude 91°52°50°" W.); and
within an 8.5-mile radius of Rayvillie Muni-
cipal Airport, Rayville, La. (latitude 32°29°
00’ N., longitude 91°46°15’ W.).

PROPOSED RULES

The proposed alteration wiil provide
the necessary controlled airspace re-
quired for radar operations that will be
conducted upon completion of the radar
installation at the Monrce Municipal
Airport.

The FAA has determined that this
document does not contain a major pro-
posal requiring preparation of an In-
flationary Impact Statement under Ex-
excutive Order 11821 and OMB Circular
A-107.

This amendment is proposed under
the authority of section 307(a) of the
Federal Aviation Act of 1958 (49 U.S.C.
1348) and of section 6(c) of the Depart~
ment of Transportation Act (49 U.S.C.
1655(e)).

Issued in Fort Worth, Tex,, on Janu-
ary 11, 19717.

PAuL J. BAKER,
Acting Director, Southwest Reglon.

[FR Doc,77-2082 Filed 1-21-77;8:45 am]

[14CFRPart71]
[Afrspace Docket No. 76-AL~12]

TRANSITION AREA
Proposed Alteration

*The Federal Aviation Administration
(FAA) is considering an amendment to
Part 71 of the Federal Aviation Regula-
tions that would alter the Yakataga,
Alaska, transition area.

Interested persons may participate in
the proposed rulemaking by submitting
such written data, views or arguments as
they may desire. Communications should
identify the airspace docket number and
be submitted in triplicate to the Direc-
tor, Alaskan Region, Attention: Chief,
Air Traffic Division, Federal Aviation
Administration, 632 Sixth Avenue, An-
chorage, Alaska 99501. All communica-~
tions received on or before February 23,
1977, will be considered before action is
taken on the proposed amendment. The
proposal contained in this notice may be
changed in the light of comments re-
ceived.

An official docket will he available for
examination by interested persons at the
Federal Aviation Administration, Office
of the Chief Counsel, Attention: Rules
Docket, AGC-24, 800 Independence Ave-
nue, S.W., Washington, D.C, 20581. An

. informal docket also will be available for

examination at the office of the Regional
Air Traffic Division Chief.

_ Request for copies of this notice of
proposed rulemaking should be ad-
dressed to the Federal Aviation Adminis-
tration, Office of Public Affairs, Atten-
tion: Public Information Center, APA~
430, 800 Independence Avenue, S.W.,
‘Washington, D.C. 20591.

As part of this proposal relates to the
nayigable airspace outside the United
States, this notice is submitted in con-
sonance with the ICAO International
Standards and Recommended Practices.

Applicability of International Stand-
ards and Recommended Practices by the
Air Traffic Service, FAA, in areas out-
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side domestic airspace of the United
States is governed by Article 12 of and
Annex 11 to the Convention on Interna-
tional Civil Aviation, which pertain to
the establishment of air navigation fa-
cllities and services necessary to promot-
ing the safe, orderly, and expeditious
flow of civil air traffic. Their purpose is
to insure that civil fiying on intema-
tional air routes Is carried out under uni-
form conditions designed to improve the
safety and efficlency of air operations.

The International Standards and
Recommended Practices in Annex 11
opply In those parts of the airspace un-
der the jurisdiction of a contracting
state, derived from ICAO, wherein air
traffic services are provided and also
whenever o contracting state accepts the
responsibility of providing air traffic
services over high seas or in airspace of
undetermined sovereignty. A contract-
ing state aceepting such responsibility
may apply the International Standards
and Recommended Practices to civil ajr-
craft in a manner consistent with that
adopted for airspace under its domestic
Jurisdiction.

In accordance with Article 3 of the
Convention on International Civil Avia-
tion, Chicago, 1944, state aircraft are
exempt from the provisions of Annex 11
and its Standards and Recommended
Practices. As a contracting state, the
United States agreed by Article 3(d) that
its state aircraft will be onerated in in-
ternational airspace with due rezard for
the safetv of civil aircraft.

Since this action involves, in part, the.
designation of navigable airspace ocut-
side the United States, the Administra-
tor has consulted with the Secrétary of
State and the "Secretary of Defense in
accordance with the provisions of Ex-
ecutive Order 10854.

The proposed amendment would de-
lete the Yakataze, Alaska. Transition
Arez and substitute the following:

That alrepace extendine upward from 700
feet above the curface within a S-mile radius
of the Yalctaga Afrport (Lat. 62°04°57” N
Long. 142°29°307W.); within 3 miles each
side of the 2A8°T (240°)f) bearing from the
Yakotaga VDB, extending from the 5-mile
radius area to 18 miles west of the WDB.

The proposed 700 feet transition area
would accommodate the revised instru-
ment avoroach orocedure predicated on
the 268°T (240°MD) bearing of the Yaka-
taga WDB. The 1200 feet transition area
would no Jonger be required.

This amendment is prvoposed under
the autority of secticn 307(2) and 1110
of the Federal Aviation Act of 1958 (49
U.S.C. 1348(a) and 15100, Executive
Order 10854 (24 FR 9365) and section
6(c) of the Department of Transporfa-
tion Act (49 U.S.C. 1655(c)).

Issued _inr Washington, D.C., on Janu-
ary 12, 1977.

WiLLiAdt E. BROADWATER,
Chiel, Airspace and Air
Traffic Rules Division.

|FR Doc.77-2033 Filed 1-21-T77;8:45 am]

$
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[ 14 CFRPart152]
(Docket No, 16419; Notice No. 77-1]
AIRPORT AND AIRWAY DEVELOPMENT
ACT AMENDMENTS OF 1976: CiVIL
RIGHTS
Notice of Proposed Rule Makmg
Correction !

" In FR Doc. 7711245, appearing at page
2850 in the issue for Thursday, January
13, 1877, the next to last line of § 152.151
on page 2851, second column, should
read, “action may not be brought; against
the"

COMMODITY FUTURES TRADING
COMMISSION

[17CFR Parts 1 and 1557

TRADING STANDARDS AND RECORDS OF
CASH COMMODITY AND FUTURES
TRANSACTIONS

Proposed Amendments; Extension of
Comment Period
Nore.—For & document extending the com-
ment period on a proposal appearing at 41 FR

656887, December 23, 1976 see. FR Doc. T7-2282

appearing in the Rules and Regulations sec-

tion in this issue. -

LIBRARY OF CONGRESS
Copyright Office

[ 37 CFR Part 201 ]
{Docket RM 76-1]

TERMINATION OF TRANSFERS AND LJ-
CENSES COVERING EXTENDED RENEW-
AL TERM

Extension of COmment Period

This notice ext.ends the period for pub-
lic comments in response to the notice,
published November 15, 1976 (41 FR
50300), proposing a new regulation to
govern the form, confent, manner of
service, and recordation of notices of ter-
mination of transfers and licenses of the
renewal térm of copyright &s extended
by Pub, L. 94-553 (90 Stit. 2541).

{(Nore.—The notice published on November
16, 1976 also proposed a new regulation per-
talning to the flling of agreements between
copyright owners and public broadcasting en-
titles, an amendment of the Copyright Office
regulation prohibiting the uce of Office rec-
ords for the purpose of compiling mailing
lists, and technical corrections of other reg-
ulations. These proposals are not subject to
this extension.)

A number of comments were received
by the Copyright Office in response to the
earlier notice. The purpose bf this exten-
sion is to permit comment upon, reply to,

' or reconciliation of the ‘comments al-
ready received, particularly those per-
taining to the following matters:

1. Whether the list of elements re-
quired as “contents” of the notice of Ter-
mination in proposed regulation § 201.10
(b) should be expanded, contracted, or
otherwise modified;

, 2. Issues arising in cases where a fur-
ther transfer has been made by the origi-
nal grantee or grantees; and

v

PROPOSED RULES

‘3. Whether the method of service pre-
seribed in proposed regulation §201.10
() should be modified.

Copies 'of the comments received in re-
sponse to the earlier notice are available
for public inspection and copying bhe-
tween the hours of 8 am. and 4 pm,,

_ Monday through Friday, in the Public

Information Office of the Copyright Of-
fice, Room No. 101, Crystal Mall Build-
ing No. 2, 1921 Jefferson Davis Highway,
Arlington, Virginia.

The comment period is hereby ex-
tended to February 15, 1977. Submissions
made in response to this notice should be
addressed to the Officecof the General
Counsel, Copyright Office, Washington.
D.C. 20559.

Dated January 9, 1977

BARBARA RINGER,
Register of Copyrights.

Approved by:

DaNIeL J. BOORSTIN,
Librarian of Congress.

{FR-Doc.71-2318 Filed 1-21-T7;8:45 am)

ENVIRONMENTAL PROTECTION
AGENCY .

[40CFRPart52] -
" [FRL 674-1]

ALABAMA: PROPOSED PLAN
REVISION

'

expanded to reqfiire States to revise their
implementation plans to include & mech«
anism for requiring certain specified
categories of existing stationary sources
to monitor emissions on a continuous
basis. States are required to revise their
plans to include legally enforceable pro-
cedures to require emission monitoring,
recording, and reporting for at least tho
following source categories: coal and oll«
fired steam generators of more than 250
million BTU per hour heat input, nitric
acid plants, sulfuric acid plants, and pe-
troleum refinery fluid bed catalytic
cracking unit catalyst regenerators.
After ‘proper notice and puble hear-
ing, the Alabama Air Pollution Control
Commission revised its regulations on
October 26, 1976, to satisfy the revised
requirements of 40 CFR 51.19, No provi-
slon was made for the continuous mon-
itoring of nitrogen oxide emissions
from fossil fuel-fired steam generators

and nitric acid plants since no Aflr

Quality Control Reglons in Alabama
are required to develop a control strat-
egy for nitrogen dioxide. Also, opacity
monitoring for existing petroleum re-
finery fluid bed catalytic cracking unif
catalyst regenerators is not required
in the proposal since no units of
greater than 20,000 baxrrels per day of
fresh feed capacity exist in Alabama. The
exclusions above are provided for an Ap~
pendix P to 40 CFR Part 61, Fossil fuel-
fired steam generators and sulfuric acid

— plants which are constructed after Au-

Approval and Promulgation of
Implementation Plans

' On May 31, 1972 (37 FR 10847) the
Administrator approved the Alabams,
plan to attain and maintain the National
Ambient Air Quality Standards. Numer-

. ous revisions have been made in the

original plan since that date to improve
its effectiveness. On June 30, 1976, and
October 28, 1976, the State of AJabama
submitted, for EPA’s approval, further
changes in the Alabama State imple-
mentation plan. These changes involve
standards of performance for new sta-
tionary spurces and continuous in-stack

monitoring of stationary sources. The

purpose of this notice is to announce
these revisions ‘as proposed rulemaking
»and to sohcxt comment on them.

On May 25 1976, after notice and pub-
lic hearing, the Alabama Air Pollution
Control Commission acted to incorporate
by referefice in its Air Pollution Control
Rules and Regulations the Environ-
mental Protection Agency’s Standards of
Performance for New Stationary
Sources, including the requirements for
continuous monitoring (40 CFR Part 60,
Section 60.2, Definitions of Subpart A
and Subparts D through ¥ and AA). In
submitting these revisions, Alabama also
requested delegation of responsibility for
enforcement of the Federal new source
performance standards, and on Septem-
ber 20, 1976 (41 FR 40467) ,this authority
was delegated.

On October 6, 1975, the Environmental
Protection Agency promulgated revisions
in 40 CFR Part 51, Requirements for
Preparation, Adoption and Submittal of
Implementation Plans. Section 51.19 was

gust 17, 1971, are required to install, cali-
brate, opera.te and mainfain all moni-
toring equipment necessary for contin-
uously monitoring pollutants. The fossil
fuel-fired steam generators with an an-
nual capacity factor greater than thirty
percent, and & heat input greater than
250 million BTUs per hour, shall-con-
form to the monitoring requirements sot
forth in Appendix P to 40 CFR Part 51,
and in the performance spetifications
of Appendix B to 40 CFR Part 60. When
gaseous fuel or an oll and gas mixture
is burned and the source complies with
particulate matter and opacity regula-
tions, these requirements do not apply.
Sulfuric acid plants with greatet than
300 tons per day production capucity, the
production being expressed as 100 per-
cent acid, shall conform to the monitors
ing procedures in Appendix B to 40 CFR
Part 60 and minimum specifications in
Appendix P to 40 CFR Part 51, '

The Director of the Commiission may
exempt any source from these require-
ments if the source Is scheduled for pers
manent shutdown by October 6, 1980,
with the appropriate legal guarantees. He
may also grant extensions to those un-
able to meet 18-month time frame.

Copies of the information submitted
by Alabama and the Alabama plan 1tself
may be examined by the public during
normal hours at the following locations:

Alr Programs Branch, Afr and Hazardous Mo«
terlals Division, Environmontal Protoction
Agency, 346 Courtland Streot NE.. Atlanta,
Georgia 30308,

Public Information Reforence Unif, Library
Systems Branch, Environmental Protootion
Agency, 401 M Streot, SW, Washington,
D.O. 20460,
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Alabama Air Pollution Control Commission,
State of Alabama Department of Public
Health, 645 South McDonough Street,
Montgomery, Alabama 36104. .

Interested persons are encouraged to
submit written comments on the Ala-
bama plan revisions. To be considered,
such comments must be received on or
_before February 23, 1977 and should be
addressed to Eliot Cooper of the Agency’s
Region IV Air Programs Branch in At-
lanta (see address above). After care-
fully weighing relevant comments re-
ceivéd and all other information avail-
able to him, the Administrator will take
approval/disapproval action on these
changes in the Alabama plan.
(Section 110 of the Clean Air Act (42 US.C.
1857¢-5))

Dated: January 13, 1977.

- Joay A. LITTLE,
Acling Regional Administrator,
[FR Doc.T7-1972 Filed 1-21-77;8:45 am}

[40 CFRPart52] _
[FRL 673-8}
NORTH CAROLINA: PROPOSED PLAN
REVISIONS

‘Approval and Promulgation of
Implementation Plans

. On May 31, 1972 (37.FR 10859), the

_Administrator approved the North Caro-
ling plan to attain and maintain the

. national ambient air quality standards in

. that State. The State subsequently made
. a number of revisions in the plan’s regu-
lations to improve its effectiveness. On
Octaber 21, 19786, after notice and public
hearing, the North Carolinga Environ-
mental Management Commission of the

. North Carolina Department of Natural

and Economic Resources adopted addi-
- tional changes in its air pollution control
" regulations. These changes include: (1)
Copies of Referenced Federal Regula-
“ tions (two new regulations, one in Emis-
. slon Control Standards Section, one in
Air Contaminants; Monitoring, Report-
ing Section); (2) Amendments to Epi-
sode Criteria; - (3) Series of Minor
Amendments to Air Pollution Control
Reaquirements Subchapter with exception
" of Emission Control Standards Section;
(4). Amendments -to Particulates from
- Miscellaneous Industrial Processes; (5)
Amendments to (Permit) Applications;
(6) (Post Attainment Policy) Extensions,
Modifications; (7) Amendments to Con-
trol and Prohibition of Open Burning.
Item (1) given notice where referenced
sections of the.Code of Féderal Regula-
tons are available for public inspection.
Item (2) changes oxidant emergency
levels to conform with the Environ-
mental Protection Agency (EPA) regula-
tory requirements and North Carolina
- legislative changes. These levels are:
200 pg/m3 (0.1ppm), 1-hour average
(alert); 800 pg/m3 (0.4ppm), 1-hour
_ average (warning) ; and 1000 pg/m3 (0.5
ppm), 1-hour average (emergency).
. Item (3) are corrections and clarifica-
_tions and are not policy or procedural

PROPOSED RULES

changes in the Emission Control Stand-

ards Section.

Item (4) slightly modifies the appl-
cable sources and clarifies other aspects
of particulates from Miscellaneous In-
dustrial Processes Emission Control
Standards.

Item (5) subjects to public comment
permit applications and amblent effect
analyses for sources on EPA's Ust to be
reviewed for Prevention of Significant
Deterioration, as a minimum,

Item (6) sets forth requirements and
Procedures for extensions and modifica-
tions in extraordinary cases.

Itém (7) clarifies the exception for
fire-fighting instruction and training
from Control and Prohibition of Open
Burning Emission Control Standards,

Copies of the information submitted
by North Caroling may be examined by
the public-during normal business hours
at the following locatigns:

Alr Programs Branch, Alr and Hazardous
Materials Division, Environmental Protec-
tlon Agency, Reglon IV, 345 Courtland
Street, NE., Atlanta, Georgla 30308.

Public Information Reference Unit, Library
Systems Branch, Environmental Protection
Agency, 401 M Street, 8.W., Washington,
D.C. 20460.

North Carolina Department of Natural and
Economic Resources, Division of Environ-
mental Management, 216 West Jones Street,
Ralelgh, North Carolina 27611,

Interested persons are encowraged to
submit written comments on the North
Carolina plan revisions. To be consid-
ered, such comments must be received on
or before February 23, 1977, and should
be addressed to Eliot Cooper of the
Agency's Region IV Air Programs Branch
in Atlanta (see address above). After

carefully welghing relevant comments

recelved and all other information avail-
able to him, the Administrator will take
approval/disapproval action on these
changes in the North Caroling plan,
(Section 110 of the Clean Alr Act (42 US.C.
1857¢c-5) )

Dated: January 13, 1977. .-

JOHN A.
Acting Regional Administrator.

[FR Doc.T7-1974 Filed 1-21-77;8:45 am]

DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

Assistant Secretary for Planning and
Evaluation

[45CFRPart63]

TELECOMMUNICATIONS
DEMONSTRATIONS

Grant Regulations

Section 392A of the Communications
Act of 1934, as amended by Section 8 of
the Educational Broadcasting Facllities
and Telecommunications Demonstra-
tions Act of 1976, (47 U.B.C. 392a), es-
tablishes a program to promote the de-
velopment of telecommunications facil-
ties and services for the transmission,
distribution, and delivery of health, edu-
cation, and public or social service in-
formation. The Secretary of Health,

.
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Education, and Welfare (hereaiter the
Secretary) is authorized to make grants
to, and enter into contracts with public
and private non-profit agencies, organ~
izations, and institutions for the purpose
of carrying out telecommunications
demonstrations. The Secretary is also
authorized to prescribe the regulations,
terms, and conditions governing the
selection, award, and administration of
such grants (use of the conitract as op-
posed to the grant authority is not
planned). This authority has been dele-
gated to the Assistant Secretary for
Planning and Evaluation (hereafter the
Assistant Secretary).

Therefore, pursuant to Section 392A of
the Act, the Assistant Secretary, with
the approval of the Secretary, is estab-
lishing rules and procedures for the
award of grant assistance. This is heing
done by amending 45 CFR Part 63, Grant
Programs Administered by the Assistant -
Secretary for Planning and Evaluation.
The principal effect of those régulations
is to adopt, with minor changes, 45 €CFR
Part 74, Administration of Grants, which
establishes uniform  administrative
standards and cost principles for HEW
grants.

‘This notice does not constitute a soliei~
tation of grant proposals. Any such so-
gcitauon will be published at a later

ate.

Regulations governing the Educational
Broadcasting Facilities Program, which
is also authorized by Section 392 of Pub.
L. 94-309, can be found in 47 CFR Part
153.

‘The following brief analysis of the pro-
posed regulations summarizes the intent
of the various paragraphs.

The purpose of the changes described
in paragraphs 2, 4, 5, 6, 7, 8, and 10 is
merely to make the editorial changes in
format and wording of 45 CFR Part
63 to accommodate the additional pro-

. visions necessary for the Telecommuni-

cations Demonstrations,

‘The language of paragraph 3, explain-
ing the overall objective of the Telecom-
munications Demonstrations Program is
taken verbatim from Section 392A of the
Communications Act of 1934.

Paragraph 9 establishes the criteria
which will.be used for reyiew and evalu-
ation of grant applications in conjime-
tion with any supplemental criteria
which may be published later in a solici-
tation for grant applications.

Paragraph 11 sets forth restrictions on
the use of funds, requirements for co-
ordination with the Federal Communica-
tions Commission and a definition of
“non-broadeast telecommunications fa-
cilities.”

Interested persons are invited to sub-
mit written comments, suggestions, or
objections regarding these provisions fo
the Office of the Assistant Secretary for
Planning and Evaluation, Attention:
Grants Officer, Room 422E, D/HEW, 200
Independence Avenue, SW, Washington,
D.C. 20201. Comments received in re-
sponse to this notice will be available for
public Inspection at the above office on
Mondays through Pridays between 9:00
aa. and 5:30 p.m. All relevant materials
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received on or before March 10, 1977, will
be considered, If no’ substantial com-
ments are received, these regulations will
take effect immediately upon republica-
tion in the FepErar REGISTER as final
rules.

Nore.~—It is hereby certified tha.t this pro-
posal has been screened pursuant to Execu-
tive Order No. 11821, and does not require an
Inflation. Impact Evaluation.

Dated: January 3, 1977.

WiLriaMm A. MORRILL,
Assistant Secretary for
Planning and Evaluation.

Dated: January 18, 1971.

MARJORIE LYNCH,
Acting Secretary of Health,
Education, and Welfare.

Therefore, it is proposed to amend 45
CFR Part 63 as follows:

PART 63—GRANT PROGRAMS ADMINIS-
TERED BY THE OFFICE OF THE ASSIST-
ANT SECRETARY FOR PLANNING AND
EVALUATION -~

1. By amending § 63.1 as follows:-

a. By revising the second sentence of
paragraph (a);

b. By revising the heading of para-
graph (¢); and

c. By adding a new paragraph (c¢) (2).

§ 63.1 Purpose and scope.’

(a) * * * Such grants include those
under section 233 of the Community
Services Act (42 U.S.C. 2835), section
1110 of the Soclal Security Act (42 Us.cC.
1310), section 392A° of the Communica-
tions Act of 1934, and._such other au-
thority as may be delegated to the As-
sistant Secretary for policy research ac-
tivitles. * * *

= ® x * *

(c) Objectives—(1) Policy Research.
* €& %

(2) Telecommunications Demonstra-
tions. The overall objective of the Tele-
communications.,
gram is to promote the development of
nonbroadcast telecommunications facili-
ties and services for the transmission,
distribution, and delivery of health, ed-
ucation, and social service information,

§ 63.2 [Amended]

2. By adding after the words “Projects
Eligible” in paragraph (b) of §63.2 a
new subparagraph heading as follows:

(b) * * * (1) Policy Research. * * *

3. By adding to paragraph (b) §63.22a
new paragraph to read as follows:

) *= **

(2) Telecommunications Demonstra-
tions. Any projects which meet the spe-
clal criteria in § 63.6(c) shall be eligible
for a telecommunications demonstration
grant.

§63.6 [Amended]

4, By revising the last sentence of
paragraph (a) of § 63.6 to read as fol-
lows:

(a) * * * Such supplements may mod-
ify the criteria in paragraphs (b) and

(¢) of this section to provide greater

-specificity or otherwise improve their ap-

Demonstrations Pro-.
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plicability to a given announcement or
solicitation.
L] * E - \ -
7. By revising the heading of para-
graph (b) of § 63.6 to read as follows:

o * * . -

(b) Criteria for Evaluation of Policy
Research Projects. *'* *

8. By adding after the end of para-
graphs (b) (8) of § 63.6 the word “and”;
deleting the word “and” from the end of
paragraph (b)(9) and inserting in leu

~thereof a period; and by redesignating

paragraph (b) (10) as paragraph (d) and’

inserting as a heading thereof (d) Ap-
plicants Performance on Prior Award.

9. By infserting, after paragraph (b) of
§ 63.6 a new paragraph (¢) to réad as
follows:

(¢) Criteria for Evaluation of Tele-
communications Demonstrations Proj-

-ects. Review of ‘applications for Tele-

communications Demonstrations grants
will take into account such factors as are
listed in paragraphs (¢) (1) through (10)
of this section. Each-applicant must in-
clude in the application, prior to final
evaluation by ASPE, documentation in-
dicating specifically and separately how
and to what extent each of these criteria
- have been or will be met:

(1) That the project for which appli-
cation is made demonstrate innovative
methods or techniques of utilizing non-
broadcast telecommunications equip-
ment or facilities to satisfy the purpose
of this authority;

'(2) That the project will have original
research value which will demonstrate to
other potential.users that such methods
or techniques are feasible and cost-effec~
tive;

(3) That the services to be provided
are responsive {to local needs as identified
and assessed by the applicant;

(4) That the applicant has assessed

existing telecommunications facilities (if

any) in the proposed service area and
explored their use of interconnection in
conjunction with the project; -

(5) That there is significant local
commitment (e.g., evidence of support,
participation, and contribution by local
institutions and agencies) to the pro-
posed project, Indicating that it fulfills
local needs, and gives some promise that
operational systems will result from suc-

“cessful demonsitrations and will be sup=-

. ported by service recipients or providers;

(6) That demonstrations and related
activities assisted under this section will
remain under the administration and
control of the applicant;

* (7) That the applicant has the man-
agerial and technical capability to carry
out the project for which the application
is made;

(8) That the facilities and equipment
acquired or developed pursuant to the
applications will be used substantially for
the transmission, distribution, and de-~
livery of health, education, or social serv-
ice information, and that use of such fa-
cilitles and equipment may be shared
among these and additional public or
other services;

(9) That the provision has been made
to submit a summary and factual evalu-
ation of the results of the demonstration
at least annually for each year in which
funds are received, in the form of a re-
port suitable for dissemination fo froups
representative of national health, educi-
tion, and social service telecommunica~
tions interests; and,

(10) That the project has potential
for stimulating cooperation and sharing
among institutions and agencies, both
within and across diseiplines.

§ 63.16 [Amended]

10. By adding at the end of § 63.16 the
following: “, except as specified in § 63.23
of this subpart.”

11. By adding a new section at the end
of subpart B to read as follows:

§ 63.23 Broadcast and Telecommunica«
tions Demonstrations Grants.

The .provision of this section apply
only to grants awarded under authority
gf 392A of the Communications Act of

934,

(a) Funds provided under the Telc-
communications Demonstrations Pro-
gram shall be available to support theo
planning, development, and acquisition
or leasing of facilities and equipment
necessary to the demonstration. How-
ever, funds shall not be available for the
construction, remodeling, or repair of
structures to house facilities or equip~
ment acquired or developed with such
funds, except that such funds may bo
used for minor remodeling which is nec-
essary for and incident to the installn-
tion of such facilities or equipment.

(b) Funds shall not be available for
the development of programming ma-
terials or content.

(¢) The funding of any demonstra-
tion under this authority shall continue
for not more than three years from the
date of the original grant or contract.

(d) The use of equipment in demon-
stration projects shall be subject to the
rules and regulations of the TFederal
Communications Commission (FCC), an
grant funds may not be expended or ob-
ligated for purchase, lease, or use of
such equipment prior to appropriato
and necessary coordination by the gran-
tee with the Commission. In particular:

(1) Any FCC authorization or author-
izations required for the project must
be on file with the FCC.

(2) If the project is to be associated
with an existing telecommunications ac-
tivity requiring an FCC suthorization,
such operating authority for that activ-
ity must be current and valid. .

(3) For any project requiring a now
or modification of an existing authoriza-
tlon(s) from the FCC, the applcant
must file with the Secretary of Health,
Education, and"Welfare a copy of each
FCC application and any smendments
thereto.

(4) For any project requiring a new or
modification of an existing authoriza-
tion(s) from the FCC, the applicant
must file with the F'CC a copy of the ap-
plication to the Secretary for a telecom=
munications demonstration grant.
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(5) If the applicant fails to file a re-
quired application or applications by the
closing date established pursuant to these

. regulations, or if the FCC returns, dis-
misses, or denies an application required
for the project,”or any part thereof, or
for the operation of any facility with
which the project is associated, the Sec-
retary may return the application for
Federal assistance.

(e) For the purposes of this program,
the term ‘non-broadcast telecommunica-
tions facilities’ includes but is not im-
ited to, cable television systems, com-
munications .satellite systems and re-
lated terminal equipment, and other
methods of transmitting, emitting, or re-

-ceiving images and sounds or intelligence

by means of wire, radio, optical, electro~
magnetic, and other means (including
non-broadcast utilization of telecom-
munications equipment normally asso-
ciated Wwith broadcasting use).

() Each applicant shall provide such
information as the ASPE deems neces-
sary to make a Federal assessment of
the impact of the project on the quality
of the human environment in accord-
ance with section 102(2) (C) of the Na-
tional Environmental Policy Act of 1969
(including the National Historical Pres-
ervation Act and other environmental
acts). (42 U.S.C. 4332(2) (O)).

[FR-Doc.77-2156 Filed 1-21-77;8:45 am]

. Office of the Secretary
[45CFRPart74]
ADMINISTRATION OF GRANTS

Proposed Amendments Primarily To
Implement OMB Circular No. A-110

Background. On July 30, 1976, the Of-
fice of Management and Budget (OMB),
at 41 FR 32016, published OMB Circular
No.'A-~110, “Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Nonprofit Organiza-
tions—Uniform Administrative Require-
- ments.” " For grants to.those types of
organizations, the circular prescribes
policies to be followed in a number of
areas of general grants administration
(e.g., reporting by grantees, payment
methods, treatment of grant-related in-
come). Essentially, the circular extends
to grants to nongovernmental organiza-
tions the same policies, with some modi-
fications, as have already been promul-
gated for grants to States and local gov-
ernments .by TFederal Management
Circular (FMC) 74-7 (formerly OMB
Circular No. A-102). The objectives of

both these circulars are to standardize .

and simplify grants administration and
to place greater reliance on the grantees’
own management systems.

OMB Circular No. A-110 is addressed
to Federal agencies. The policies it
promulgates must be incorporated, with
such modifications or additions as ap-
propriate, into regulations and other
legally binding issuances of Federal
. agencies. As the first and. principal step
to accomplish this, the Department of
Health, Education, and Welfare (HEW)
proposes to amend, as set forth below,
its Departmentwide grants administra~

PROPOSED RULES

tion regulation in 45 CFR Part 74. As
soon as possible after these amendments
are issued in final form, HEW will issue
conforming amendments to its individ-
ual grant program regulations.

Changes: 1. Extension of Applicability
to Nongovernmental Organizations. Part
74 currently applies by its own terms to
grants to States, local governments, and
Federally recognized Indian tribal gov-
ernments, that is, to grants subject to
FMC 74-7. HEW granting agencles, how-
ever, have had the option to apply all or
portions of Part T4 to their grants to
nongovernmental organizations as well,
and this option has been widely exer-
cised.

Now that Part 74 is to be used to im-
plement the new OMB Circular No. A-
110 as well as FMC 74-17, the amendments
being proposed will extend the manda-
tory applicability of the part to grants
to the nongovernmental grantees that
are subject to the new circular, Because
HEW granting agencles, as explained
above, have to a large extent already
extended the applicability of Part 74 to
their grants to those organizations, this
change will have much less impact on the
grantee community than would other-
wise be the case.

Because of differences between the two
circulars, it will not always be possible
to apply the same rules to grants to non-

" governmental organizations as to grants

to governments. Where a provision is in-
tended to apply to one class of grantsand
not the other, the provision will so state.
In accordance with the two circulars,
grants to government-operated hospitals
and grants to government-operated in-
stitutions of higher education are made
subject to the same rules as grants
to nongovemmental organizations (see
§74.4).

Changes:2. Adoptxon of OMB Circular
No. A-110 Changes. Most of the changes
in the proposed amendments are simply
adoptions of provisions in OMB Circular
No. A-110 that differ, in one way or an-
other, from their counterparts in FMC
74-17. Many of these differences between
the two circulars represent merely a
clearer way of expressing the same in-
tent, and are not substantive changes.
Of those that are substantive, most re-
sult in less restrictive requirements on
grantees or more options available to
granting agencies in selecting rules that
best fit the programs for which they are
responsible. Exemples of substantive dif-
{erence are:

(a) It is specified that the periodic
audits grantees are required to have per-
formed need include only a sampling of
Federal grants.

(b) A liberalization is made in the ex-
ception which allows grantees to use or
sell, without compensation to the Federal
Government, nonexpendnble personal
property acquired under a grant when
the property can no longer be used for
Federally sponsored activitles. The ex~
ception is made to apply to property with
a unit acquisition cost of up to $1,000
rather than just to property costing less
than $500 per unit and used four years
or m\ore.
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(c) Granting agencies may approve
counting the full value of donated prop-
erty for cost-sharing or matching pur-
poses in some circumstances where
previously only amounts equal to depre-
clation or use charges were allowed.

The majority of the substantive differ-
ences between OMB Circular No. A-110
and FMC 74-7 are not based on differ-
ences In the types of grantees affected
by the two circulars. Rather, the A-110
provisions are intended to be improve-
ments over their counterparts in FMC
74-17. Accordingly, and with the concur-
rence of OMB, the proposed amiendments
apply most of these improvements to all
classes of grantees.

Changes: 3. Changes Based on. HEW
Ezxperience. HEW has now had ovér three
vears' experience administering grants
pursuant to Part 74. As would be ex-
pected, 2 number of problems in Part 74
have been identified by grantees and oth-
ers. Many of the changes in the proposed
amendments represent attempts to solve
these problems. In some cases, an exist-
ing provision is clarified or modified to
ensure that its intent is understood and
achieved; in other cases, a provision is
added to deal with a situation or aspect
not now adequately covered. Examples
are:

(a) The definition of “grantee” is re-
vised to make clear that the term means
the entire legal entity receiving the
grant, not just the particular component
(such as a welfare department of a State,
or a school of medicine of a university)
named in the award document. This
clarification, it is hoped, will help clarify
other provisions in Part 74. For example,
the Procurement Standards in Subpart
P apply to the procurement of goods and
services by the grantee from third par-
ties and not to transfers of goods and
services within the grantee. Therefore,
it should become clear that those stand-
ards do not apply to the acquismon by
one component of goods or services from
another component of the same legal
entity.

(b) In the subpart on grant-related
income (Subpart F), provisions are
added dealing with (1) income earned
from copyrighted works developed under
a grant other than income specifically in
the form of copyright royalties and ()
income earned after the period of grant
support from a residual inventory of
tarigible personal property acquired pri-
marily for sale or rental rather than for
use in the supported activities.

(c) A provision is added (§ 74.54) ex~
plaining how to determine to what grant
perlod or funding period a third-party
in-kind contribution is ta be credited for
the purpose of counting its value toward
satisfging cost-sharing or matching
requirements.

Change: 4. Extension of Applicability
to Subrecipients. OMB Circular No. A—
110 makes clear that a number of the
Government-wide policles it promul-
gates are intended to be applied to sub-
reciplents, that is, to subgrantees and to
contractors under grants. Accordingly,
these proposed amendments extend the
provisions implementing those policies to
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all or certain classes of such subrecipi-
ents. In addition, in a number of cases,
it has been found necessary to add
amplifying provisions dealing specifically
with the requirements of a policy as they
affect subrecipients.

In developing the proposed provisions
for subrecipients, HEW has attempted to
keep requirements to a minimum and as
simple and nonrestrictive as possible. In
particular, an attempt has been made
not' to infrude into- the relationship be-
tween the grantee and its subrecipients
and to allow the grantee to maintain all
its customary prerogatives. For example,
the property rules (Subpart O) provide
that, in the case of real or tangible per-
sonal property acquired by subrecipients,
the division of the non-Federal share of
the market value or proceeds from sale
of the property upon disposition shall be
determined by the non-Federal parties
involved and not by rules prescribed by
the Federal Government.

Treatment of Options. The degree of
latitude allowed Federal agencies by
OMB Circular No. A-110 and FMC 74-T
varies from_area to area. In some aress,
such as standards for grantee financial
management systems, agencies are flatly
prohibited from imposing additional re~
quirements on grantees unless the re-
quirements are pursuant to applicable
Federal statutes. In other areas, such as
treatment of royalties earned on copy-
righted works developed under a grant,
virtually unlimited discretion is allowed.
In still other areas, such as treatment of
general program income, a limited num-

ber of specific alternatives are provided.,

The amendments belng proposed con-
tinue the current practice of passing
down. to individual HEW granting agen-
cies most of the optlons, alternatives,
and other choices explicitly stated or
clearly implied in the circulars. A grant-
ing agency may exercise its options in
these discretionary policy areas by set-
ting a single rule for grants under all its
programs, by setting different rules for
different programs or for different classes
of grants, or by making individual deci-

sions on a grant-by-grant basis, In-

almost all cases, the amendments set
forth a back-up policy that will govern
if a granting agency remains silent on
the question involved.

The purpose of passing down the op-
tions to granting agencies is to ensure
that the granting agencies are able to
-adopt policies in these areds that are
responsive to the specific needs of their
grantees or grant programs. ‘These op-
tions are of the kind that are best ex-
ercised in the light of the particular cir-
cumstances involved or the particular
objectives of the grant programs or
grants affected. In some cases, the di-
versity of grant programs administered
by HEW would, in fact, make it impos-
sible to establish a single policy that
would be appropriate and effective for
all HEW grants. For example, the cir-
culars permit Federal agencies to allow
or to prohibit counting towards satisfy-
ing a cost-sharing or matching require-
ment costs which are financied by pro-
grim income earned by the grantee. A
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decision on this matter which would be
appropriate in one HEW program may
defeat the very purposes for the cost~
sharing requirement in another.
Exceptions to Treatment of Options.
In a few cases, however, the amendments
being proposed would eliminate an op-
tion now available to HEW granting
agencies.- For example, Part 74 now al-
lows granting agencies to require that
grantees obtain their prior approval
before making transfers among direct
cost object class categories in a grant
budget if the cumulative amount of those
transfers would exceed an amount specl-
fied by Part 74. Because this option has
proven of limited value as a tool for ex-
ercising proper stewardship of grant
funds and because HEW wishes, wher-
ever feasible, to place greater reliance on
grantees to manage their own projects,
it is proposed to eliminate this option.
Another example pertains to the op-
tion Part 74 now gives granting agen-
cies of reserving the right to require
grantees to transfer to the Federal Gov-
ernment or to a third party named by the
Federal Government any item of non-
expendable personal property (equip-
ment) acquired under a grant which cost
$1,000 or more. This right is seldom ex-
ercised in HEW, and for the most part

- only ‘where a grant project is transferred

from one institution to another, as may
occur when the principal investigator of
a research project transfers to another
institution. Although the right is infre-
quently exercised, it is believed prudent
for a granting agency to always reserve
it, simply as a precaution. Consequently,
those amendments include & blanket res-

ervation of the right for all HEW grant-

ing agencies for all covered grants. (See
§ 74.135 in the proposed amendments.)
_Issues. In the immediately succeeding
sections of this preamble, several signifi-
cant issues in grants administration are
identified. Each of these issues falls with-
in the scope of Part 74 but, HEW be-
lieves, is now not adequately resolved in
that part. In addition, each of these is-
sues arises in an area in which OMB
Circular No. A-110 and FMC 74-7 appear
to permit a degree of discretion on the
part of Federal agencies. HEW is there-
fore including in the proposed amend-

- ments changes to Part 74 which it hopes

will effect significant improvements in
that part’s treatment of the issues. Com-
ments would be particularly welcome in
regard to these issues and HEW’s pro-
posed treatment of them in Part 74.
Issue No. 1. Income Earned on Cost-
Reimbursement Basis. In some cases,
grantees (or subgrantees) may earn in-
come from activities supported by a
grant. - For example, under certain cip-
cumstances, a grantee will charge fees
for services whose costs are borne by the
grant. Subpart F of Part T4 sets forth
policy governing how such progrem in-
come is to be used and accounted for.
In some cases, a grantee or subgrantee
may provide services to a third party
under a cost-type contract awarded by
that party. Under this type of confract,
the purchaser’s payments are based on
the actual costs incurred by the grantee

or subgrantee in providing the services,
with or without an increment above costs
for profit. Thus, some or all of this in-
come could be identified as applicable to
specific costs that could alse be borne by
the grant. The issue is what effect such
income should have on the grant.

HEW proposes to treat this type of in«
come (i.e., reimbursements for the actual
costs of services sold) in the same way a3
general program income earned on o
Iump sum basis without regard to actual
costs (e.g., from g fixed price contract).
Under this approach, the disposition of
the income would depend upon which of
two alternatives 1s prescribed by the
granting agency for general program in-
come. Under one alternative, the income
must be applied to allowable costs of tho
grant-supported project in the period in
which earned; since these costs would be
offset by the income, they would not in
effect be borne by the grant. Under the
second alternative, a more liberal one,
the income must be applied to costs of
activities that further the objectives of
the Federal legislation under which the
grant was made, but not necessarily to

’ the allowable costs of the particular

project supported by the grant.

If, under that second alternative, the
grantee applies the income to costs of a
different project, some of the costs that
were used to calculate the income from
the cost-type procurement contract
could be borne by the grant., This may
create a situation in which it appeaxs ab
first glance that the grantee is unjustly
enriched by being paid twice for the same
costs—once from the granting agency
and -once from the third-party pur-
chaser of the services.

In reality, however, there would be no
such unjust enrichment; the income
from the contract, although calculated
on the basis of costs borne by the grant,
would actually be applied to other costs
as permitted by the more Iiberal income
alternative of the grant.

An alternative approach was consid-
ered under which all costs that are used
to calculate the amount of the payments
from the cost-type contract would bo
unallowable as charges to the grant. This
approach was rejécted because, in effcot,
it requires that the income be used for
those costs, thus unnecessarily negating
the more liberal alternative int Subpart .
This would amount to an indirect or hid~
den penalty merely for having agreed
to a cost-type, rather than fixed-price,
contract for sale of the services to the
third-party. The main difference be-
tween the two types of contracts lies in
how the parties determine the amounts
to be paid for the services. This differ-
ence does not seem to warrant treating
income from the two types of contracts
differently.

Issue No. 2. Replacement of Property.
Subpart O of Part 74 implements tho
government-wide rules concerning non-
expendable personal property (.0,
equipment) acquired under a grant.
These rules require that the property bo
used in the grantee’s Federally sponsored
activities as long as there is a need for
the property in those activities, When an

p
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item of property can no longer be so
used, rules concerning disposition of
. property must be observed. For items of
property originally costing over -a speci-
fied amount .($1,000 in the proposed
" amendments) therules will result either
(1) in the grantee’s compensating the
Federal Government for the Federal
share of the current fair market value
or proceeds from sale of the property
or (2) in the grantee’s shipping or other-
wise disposing of the property in accord-
ance with the granting agency’s instruc-
~tions.
A serious problem resulting from these
_rules has come to HEW's attention. The
problem arises when the item of property
is no longer efficient or serviceable but
otherwise continues to be needed in the

-~ grantee’s Federally supported activities.

Ordinarily, one would expect g well-
managed organization to trade the prop-
erty in for & replacément, or sell it and
apply the proceeds towards the cost of
its replacement. However, the current
regulation, if literally interpreted, re-
quires that the disposition rules be fol-
lowed hefore any trade-in or sale can
take place. These disposition rules, by re-
quiring the grantee either to compensate
the Federal Government or to dispose of
the property as instructed, obviously can
prevent or discourage the grantee from
making the trade-in or sale. )

HEW proposes to explicitly permit re-
placement of nonexpendable personal
property subject to certain requirements
and to treat such replacement as not
subject to the disposition rules. Under
the proposed procedure, the Federal
share in the property replaced would be
transferred, with suitable adjustment, to
the replacement property, and the re-~
placement property would be subject to
the same rules that applied to the prop-
erty replaced.

HEW is not aware of any plausible
alternative treatment of this issue other
than retention of the current rules that
do mnot provide for replacement of
property.

Issue No. 3. Federal Share of Property.
Several of the rules in Subpart O, Prop-
erty, of Part 74 require a determination
of the Federal share of real property or
of tangible personal property (equipment
and supplies) acquired under a grant. In
certain situations, this Federal share
figure (which is-usually expressed as a
percentage) will be applied against the

- market value of the property or the pro-
ceeds from sale of the property in order
to determine how much money is'due the

» . Federal Government upon disposition of

- the property.

"OMB- Circular No: A-110, in effect,
equates the Federal share of property to
“the percentage of Federal participation
in the cost of the original project or pro-
gram.” The intent seems clear: to ensure

" that the Federal share of the property is

computed fairly and is independent of
-whether the accounting system of the
grantee charges the acquisition cost of
the item of property to Federal funds or
to cost sharing or matching. However,
- HEW believes that the rule given in the
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circular needs considerable amplification
in order to provide for all the situations
in which it is necessary to determine the
Federal share of property. For example,
provision must be made for property ac-
quired by subgrantees and for replace-
ment property. In addition, HEW feels
that, when Federal funds and required
cost sharing or matching account for
only a portion of the project or program,
it should not be necessary for the grantee
to report or account for the voluntary
additional cost sharing or overmatching
merely to calculate the Federal share in
property acquired in whole or in part
under the grant.

HEW is proposing a set of rules for
caleulating the Federal share which it
‘believes will achieve the desired objec-
tives. These rules together with their ra-
tionale are set forth beginning at § 74.142
of the proposed amendments. HEW be-
lieves that, these rules will resolve the
issue of how to calculate the Federal
share of real or tangible property ac-
quired under & grant in a manner that
is correct and fair to everyone concerned.

Two aspects of this issue deserve spe-
cial attention. The first is the question
whether the values of third-party in-
kind contributions should be included in
the calculations of the non-Federal share
of property acquired under a grant. The
proposed amendments exclude them
since such contributions do not make the
donor a party to the acquisition of the

“ property and are not part of the funds

used for the actual outlays of the grantee.

The second aspect deserving attention
relates to costs financed by program in-
come but not counted towards satisfying
a cost-sharing or matching requirement
of the grant. The proposed rules for cal-

‘culating the Federal and non-Federal

shares treat such costs always like costs
not for the grant-supported activity, In
addition, the opening section of the pro-
posed subpart on property, § 74.130, ap-
plies the subpart only to property whose
cost was borne by a grant or used to meet
& cost-sharing or matching requirement
of a-graunt. The results will be as follows:

(1) If the entire acquisition cost of
property is treated as borne by program
income and not counted towards a cost-
sharing or matching requirement, the
grantee will not have any oblipation to
the Federal Government with respect to
the property. There will be no Federal
share in the property.

(2)- If part of the acquisition cost of
property is 50 treated, the Federal share
1113 tllge property will be reduced accord-

gly. .

Consistency with OMB Circular A-90.
Transmittal Memorandum No. 1, dated
September 7, 1976, of Office of Manage-
ment and Budget Circular No. A-90 re-
quires Federal agencies to perform g re-
view of any policies and administrative
regulations on the acquisition or use of
computer systems by State or local gov-
ernments where such systems are
financed in whole or in part with Federal
funds. Accordingly, HEW has reviewed
the Procurement Standards set forth in
tentative form in Subpart P and the
Principles for Determining Costs Appli-
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cable to Grants and Contracts with State
and Local Governments set forth in
Appendix C. Both Subpart P and Appen-
dix C of this regulation were found to be
consistent with the requirements of OMB
Circular No. A-S0.

Comments. Consideration will be given
to any comments submitted to the
Deputy Assistant Secretary for Grants -
and Procurement Management, Depart-
ment, of Health, Education, and Welfare,
200 Independence Avenue, SW, Washing-
ton, D.C. 20201 on or before March 10,
1877. Comments received will be avail-
able for public inspection in Room 517D
of the Department’s Offices at 200 Inde-
pendence Avenue, SW, Washington, D.C.
on Monday through Friday of each week
{rom 9 a.n. to 5:30 p.m. (area code 202~
245-8901).

Interested persons are reminded that,
as explained above, much of the follow-
ing Part 74 is derived from Government-
wide policles from which HEW cannot
unilaterally deviate, Consequently, the
Department’s diseretion to act on any
comments which take issue with provi-
slons required by OMB circulars may be
limited to referral of those comments to
Federal officials who are in a pesition to
change the circulars.

For statutory reasons, when these pro-
posed amendments are Issued in final
{form, they will not become effective for
programs administered by the Office of
Education (OE) and the National Insti-~
tute of Education Q¥IE) until adopted
or implemented in regulations issued by,
respectively, the Commissioner of Edu-
cation and the Director of the National
Institute of Education, with the approval
of the Becretary of Health, Education,
and Welfare. .

InrraTioN IneacT. The ent of
Health, Educaticn, and Welfare has deter~
mined that this document does not contain
& major proposal requiring preparation of an
Inflatfon Impact Statement under Executive
Order 11821 and OMB Cfroular No. A-107.

Dated: January 18, 1971.

MarJoRIE LYNCH,
Acting Secretary of
Health, Education, and Welfare.

Part 74 of Title 45, Code of Federal
Repgulations,-is amended by revising Sube
parts A through Q and reserving new
Subparts R and S, as follows:

- Subpart A—General

Eee.
74.1 Purpcse and scope of thispart.
742 Scope of subpart.
743 Definitions.
744  Applicability of this part.
745 Appeals.
748 Deviations.
Speclal grant conditions.

747
Subpart B—Cash Depositories

Physieal segregation and eligibiiity.
Checks-pald basts letter of credtt.
Mincrity-awned banks.
Subpart C—Bonding and Insurance
General. i
Construction and facility improve-

ment.
Loan guarantees.
Pidelity bonds.
Source of bonds.

74.10
74.11
7412

74.15
7416

7417
7418
74.19
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Subpart D—Retentlon and Access Req‘ultements Sec.
for Records 7495

s licabilit,
7420 Applical y. 74.96
7421 Length of retention period. 7497
74.22 Starting date of retention period.
74.23 Substitution of microfilm. .
74.24 Access to records.
74,26 Restrictions on publlc access 74,100

74.101
74.102
74.103
74.104

Subpart E~—Waiver of Sln le State Agency
P Requirements [Rg..erved]

Subpart F—Grant-Related Income

74.40 Scope of subpart.

74.41 Meaning of program income.

7442 General program income-—mesning

and basic rule. 74.106

74420 General program income-—restrictive 74.107

alternative.

74.42b General program income--liberal al-

ternative. .
74.42¢ General program income—use for cost
sharing or matching. 74.110
7443 Proceeds from sale of real property 14.111
and of tangible personal property J%112
acquired for use.

7444 Royaltles and other income earned - 74.113
from copyrights or copyrighted ma- 74.114
terfals. -

Royalties and other income earned

74.105

74.45

from patents or from inventions, g‘iigg
74468 Proceeds earncd after the support pe- g
riod from tangible personal property 74,122
acquired for sale or rental. - 74.123
74.47 Records for program income,
74.48 Interest earned on advances of grant _

funds. T4.124

» ~

Subpart G—Cost Sharing and Matching 74.125

74.50 Scope of subpart.

74,61 Definitions. 74.126

7452 Baslc rule: Costs and contributions
acceptable. .

74.53 Qualifications and exceptions.

7454 Timing of ‘third-party in-kind con- 74180
tributions. T4.131

74.56 Valuation of third-party in-kind con- 74132
tributions. 74.133

74.56 Supporting records for third-party in- 74.134

kind contributions.

Subpart H—Standards for Grantee and
Subgrantee Financial Management Systems
74.60 Scope of subpart
74.61 Standards,

74.136
74,136
74.137

Subpart I—Financial Reporting Requirements 74.138

74.70 Scope of subpart.
74.71 Definitions, 74.139
7472 Authorized forms and instructions.
7413 Financlal Status Report. 74.140
7474 Report of Federal Cash Transactions.
T4.16 Request for Advance or Relmburse-

ment, T4.141
T4.76 Outlay Report and Request for Re- 174.142

imbursement for Constructlon Pro-
grams. - -
Subpart J-~Monitoring and Reporting of
Program Performance

74.80 Scope of subpart.
74.81 ~ Monitoring by grantees.

74.143
T4.144
74.145

7482 Performance reports for nonconstruc- 74146
tion grants.

7483 Performance reports for construc- 74147
tion grants.

7484 Significant developments between 74.148
scheduled reporting dates.

7485 Site visits. 74.149

Subpart K—Grant Payment Requirements
. 74.150

7490 Scope of subpart. - 74.151

7491 Definitions. . T v 74.162

7492 Payment methods for nonconstruc-
tion grants.

7493 Payment methods for construction Sec
grants. : 74.160"

7494 Withholding of payments. - 74.161
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Requesting advances or reimburse-
ments.

" Consolidation of payments

Requests for reimbursement: Prompt
payment.

Subpart L—Budget Revision Procedures

Scope of subpart.

Budget.

Nonconstruction grants.

Construction grants.

Construction and nonconstruction
work under the same grant.

-Authorized funds exceeding grantee
needs.

Method of requestmg approvals.

Notification of approva.l or disap-
proval,

Subpart M—Grant Closeout, Suspension, and

Term!na;ion
Definitions.
Closeout.
Violation of grant terms and condi-
tions.

" Suspension.

Termination. -

Subpart N—Forms for Kpp!ylng for Grants

Scope of subpart.

Authorized forms and instructions.

Preapplications for Federal Assist-
ance.

Nc;i;lce of Preapplication Review Ac-

on. -

Application for Federal Assistance
(Nonconstruction Programs).

Applcation for Federal Assistance
(for Construction Programs).

Application for Federal Assistance

(Short Form).
Subpart 0—Property
Scope of subpart.
General. -
Definitions.
Real property. -
Notxlltelxpendable personal property—
e.
Nonexpendable personal property-—
Federal right to require transfer.
Nonexpendable personal property—
use.

Nonexpendable personal property—
replacement.

Nonexpendable personal property—
disposition.

Nonexpendable personal property—
procedural requirements.

Exzemptions for nonexpendable per-
sonal property acquired under
grants subject to certaln statutes.

Expendable personal property.

Federal share of property—general.

Tederal share of property acquired by
& grantee.

Federal share of property acquired by
& subgrantee. .

Federal share of property acquired by
& cost-type procurement contractor
under a grant or subgrant.

Federal share of property acquired
only in part under a grant. .

Federal share of replacement prop-

erty.

Federal share of property under an.
nual grants.

Division of non-FedemI share of
market value or proceeds.

‘Inventions and patents.

Copyrights.

Right of grantees to impose addi-
tlonal requirements.

Subpart P—Procurement Standards

Scope of subpart; terminology.
General.

v
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Sec.
74.162
74.163
74.162
74.165

Code of conduct.

Free Competition.

Procedural requirements.

Requirement for governments to wso
formal advertising,

Contract and subgrant provisions.

Subpart Q—Cost Principles

8cope of subpart,

Grants to governmental organirse

tions.

Grants to institutions of highor cdut-
cation,

Grants to hospitals,

Grants to other nonprofit organiza-
tions.

Subgrants and cost-type contraots,

Costs allowable with approval.

Subpart R-~[Reserved]}
Subpart S—Construction Grants [Iﬁesnrvad]

Appendix A~-[Reserved]

Appéendix B-—[Reserved]

Appendix C—Principles for determining costs
applicable to grants and contracts with
State and local governments,

‘Appendix D—Part I—Principles for dotore
mining costs applicable to resoarch and
development under grants and contracts
with educational institutlons. Part Il—-
Principles for determining costs applloa«
ble to training and other e%catlom\l 5OV
ices under grants and contricts with edu-
cational institutions.

Appendix E—Principles for detormining coats
applicable to research and developmont
under grants and contracts with hospl
tals.

Appendix F—Principles for determining costs
applicable to grants and contracts with
norprofit institutions.

AUTHORITY: § U.8.C. 301,
Subpart A—General
§ 74.1 Purpose and scope of this part.

This part establishes uniform require-
ments for the administration of HEW
grants and principles for dotermining
costs applicable to activitiw assisted by
HEW grants.

§74.2 Scope of subpart.

This subpart sets forth (a) general
rules and regulations pertaining to this
Part 74 (definitions, purpose and scope,
applicability, and appeals) and (b) pro-
cedures for control of devintions from
the part.

§ 74.3 Definitions,

As used in this part, the words defined
in this section shall have the meanings
set forth below.

“Cost-type contract” means & contract
or subcontract in which the contrector or
subcontractor is paid on the basis of the
costs it incurs, except that the term does
not include such subcontracts under a
non-cost-type contract or subcontract.

“Expenditure report” means: (1) For
nonconstruction grants, the “Financial
Status Report” (or other report equiva-
lent thereto); (2) for construction
grants, the “Outlay Repotrt and Request
for Reimbursement for Construction
Programs” (or other report equivalent
thereto). (See Subpart I of this part.)

“Federally recognized Indian tribal
government” means the governing body
or a governmental agency of any Indian
tribe, band, nation, or other organized
group or community (including any Na-

74.166
74.170
74.171
74.172

74.173
74.174

74.176
74.176



. tive village as defined in section 3 of the
Alaska Native Claims Settlement Act, 85
Stat. 688) certified by the Secretary of
the Interior as eligible for the special
programs and services provided by him
through the Bureau of Indian’ Affairs.
However, for policies applicable to tribal
government hospitals and institutions of
higher education, see §74.4, “Applica-
bility of this part.”

“Government” means a State or local
government or a Federally recognized
Indian tribal government. However, for
policies applicable to government hospi-
tals and institutions of higher education,
see § 74.4, “Applicability of this part.”

“Grant” means money, or property
provided in lieu of money, paid or fur-~
nished by.the Federal Government to an
eligible recipient under -programs that
provide financial assistance. The term
includes such financial assistance when
provided by.contract, but does not in-~

" clude any Federal procurements subject
to the procurement regulations in 41
CFR, nor does it include technical assist-
ance which provides services instead of

- money or other assistance in the form.

of revenug sharing, loans, loan guaran-
tees, interest subsidies, insurance, or di-

rect appropriations. Also, the term does’

not include a fellowship or other award
of a fixed amount of funds which the re-
cipient is not required to account for on
an aetual cost basis. -

“Grantee” means the organization or
person -t0 which a grant is made and
which is accountable-to the Federal Gov~
ernment for the use of the funds pro-
vided. The grantee is the entire legal
entity even though a particular compo-
nent of the entity may be designated in
the award document. For example, a

- grant award document may name as the
grantee an agency of a State, or one
school or campus of a university. In such
cases, the granting agency usually in-
tends-that the named component assume
primary or sole responsibility for admin-
istering the grant-assisted project or
program. Nevertheless, the naming of a

. component of 'a legal entity'as the grant-
ee in 3 grant award document shall not
be construed as relieving the whole legal
entity_from accountability to the Fed-
erdl Government for the use of the funds
provided. (This definjtion is not intended
to affect the eligibility provisions of grant
programs in which eligibility is limited
to organizations, such as State welfare

-departments, which may be only compo-
nents of a legal entity.) The term
“grantee” does not include any secondary
recipients such as subgrantees, contrac-
tors, ete., who may receive funds from a
grantee pursuant to a grant.

.. “Granting agency” means any of the
following organizations which are au-
thorized to make grants: -

(a) "Public Health Service agencies.
However, the Public Health Service may
elect to treat the Public Health Service as
& single granting agency.

.(b) Education agencies. However, the
Education Division may elect to treat the
Education Division as a single granting
agency. . ‘

- -
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(c) Other principal operating compo-
nents of HEW.

(d) The Office of the Assistant Secre-
tary for Planning and Evaluation.

“HEW’ means the U.S. Department of
Health, Education, and Welfare,

“Local government” means a local unit
of government including specifically a
county, municipality, city, torm, town-
ship, local public authority, school dis-
trict, special district, intrastate district,
council of governments (whether or not
incorporated as a nonprofit corporation
under State law), “sponsor or sponsor-
ing local organization” of a watershed
project (as defined in 7 CFR 620.2, 40
FR 12472, March 19, 1975), any other re-
glonal or interstate government entity,
or any agency or instrumentality of a
local government. However, for policies
applicable to government hospitals and
institutions of higher education, see
§ 74.4, “Applicability of this part.”

“OGPM"” means the Office of Grants
and Procurement Management, which is
an organizational component within the
Office of the Secretary of Health, Edu-

-cation, and Welfare, reporting to the As-
sistant Secretary for Administration and
Management. -

“OMB” .menas the Office of Manage-
ment and Budget within the Executive
Office of the President.

“State” means any of the several
States of the United States, the District
of Columbia, the Commonwealth of
Puerto Rico, any territory or possession
of the United States, or any agency or
instrumentality of a State exclusive of
local governments. However, for policles
applcable to government hospitals and
institutions of higher education, see
§ 74.4, “Applicability of this part.”

“Subgrant” means money, or property
provided in Heu of money pald or fur-
nished by a grantee to an eligible recipi~
ent as financlal assistance under & grant.
The term also includes such financlal
assistance paid or furnished under a Fed-

. eral grant by the recipient of such a sub-
“grant, and so on. The term includes fi-
nancial assistance when provided by con-
-tract, but does not include procure-
ments; nor does it include any form of
.assistance which is excluded from the
definition of “grant” in this section.

“Subgrantee” means the organization
or person to which a subgrant is made
and which Is accountable to the party
awarding the subgrant for the use of the
funds provided. The subgrantee s the en-
tire legal entity even though a particu-
lar component of the entity may be des-
ignated in the subgrant award document.

“Terms and conditions” of a grant or
subgrant means all legally binding re-
quirements imposed on the grant or sub-
grant by statute, regulations, the award
document, or otherwise.

§74.4 Applicability of this part.

Except where inconsistent with Fed-
eral statutes, regulations, or other terms
and conditions of a grant, this part {5 ap-
plicable to all HEW grants except when

“the grantee is a Federal agency, foreign
government or organization, interna-
tional organization such as the United

.
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Nations, profit-making organization, or
individual. Note, however, that some por-
tions have a more limited applicability
as stated therein. Where that limited
applicabllity specifies governmental or
nongovernmental organizations, hospi-
tals and institutions of higher education
operated by a government shall be sub-~
Ject to the policies prescribed for non-
governmental organizations.

§ 74.5 Appeals.

Attention is called to the fact that, in
accordance with Part 16 of this title,
grantees may formally appeal certain
postaward administrative decisions made
by HEW officials.

§ 74.6 Deviations.

(a) Except as provided in §74%, a
deviation shall be considered to be either
of the following, unless required by Fed-
eral legislation without allowance of
agency discretion:

(1) Use of any policy, procedure, form,
standard, or grant condition which is in~
consistent with an applicable provision
of this part, or

(2) Faflure to use any applicable pol~
icy, procedure, form, standard, or grant
condition which is required by this part.

(b) In order to maintain uniformity to
the greatest extent feasible, deviations
shall be kept to a minimum. A deviation,
whether proposed by an applicant for a
grant, a grantee, or an official of the
granting agency, may be authorized only
when it is necessary to meet program-
matlc obfectives, or to conserve grank
funds, or when it is otherwise essential
in the public interest.

(¢) Deviallons from Subparis B
through P, inclusive, of this part may be
made on an HEW grant, or a class of
gIEtEV grants, only when authorized by

oth:

(1) The head of the granting agency
or other officials if designated in or pur-
suant to formal deviation control pro-
cedures established by the agency, and

(2) OGPM

(d) Deviations from Subpart Q of this
part and Appendices C, D, E and P to
this part may be made only as follows:

(1) In individual cases (ie., where only
o single grant is involved) deviations
may be authorized by the head of the
granting agency or by other officials if
designated in or pursuant to formal devi-
ation control procedures established by
the agency.

(2) Deviations in classes of cases may
be authorized only by the head of the
granting agency or other officials if des-
igmated in or pursuant to formal devia-
tion control procedures, established by
the agency and approved by OGPM,
which shall include appropriate provi-
sions for approval by the Division of
Finanecial Management Standards and
Procedures, in the Office of the Assistant
Secretary, Comptroller. -

§ 74.7 - Special grant conditions.

(a) Without regard to the deviation
control procedures of § 4.6, special grant
conditions more restrictive than those
prescribed in this Part 74 may be im-
posed to protect the Federal Govern-
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{ment's interest when the granting agency
has determined that the grantee:
(1) Is financially -unstable,
(2) Has & history of poor perform-
ance, or
(3) Has a management system which
does not meet the standards of this part.
(b) When special conditions are im-
posed under paragraph (a) of this sec-
tion, the grantee will be notified in writ-

(1) ‘Why the special conditions were
imposed and
(2) What corrective action is needed.

Furthermoré, inaccordance with OMB
Circular A-110, OMB and other Federal
agencies in a granting relationship with
the grantee will be provided copies of the
notice to the grantee.

Subpart B—Cash Depositories

§ 74.10 Physical segregation and “eligi-
bility.

Except as provided in § 74.11, HEW
will not:

(a) Require separate bank accounts
for HEW grant funds which are provided
to a grantee or subgrantee;

(b) Establish any eligibility require-
ments for cash depositories in which
HEW grant funds are deposited by
grantees or their subgrantees.

§ 74.11 Checks-paid basis letter of credit.

A separate bank account shall be used
when payments under letter of credit are
made on & “checks-paid" basis in ac-
cordance with agreements entered into By
a grantee, the Federal Government, and
the banking institutions involved. A
checks-paid basis letter of credit is one
under which funds are not drawn from
the Treasury until the grantee’s checks
ha.v% been presented to its bank for pay-
ment.

§ 74.12 Minority-owned banks.

Consistent with the national goal of
expanding opportunities for minority

. business enterprises, grantees are en-

courazed to use minority-owned banks.
OGPM will furnish grantees, upon re-
quest, a list of minority-owned banks.

Subpart O—\-Bonding‘zhmd Insurance
§74.15 General. ’

- In administering HEW grants, gran-
tees shall observe their regular require-
ments and practices' with respect to
bonding and insurance. HEW will not
imvose additional bonding and insur-
ance requirements, including fidelity

bonds, except as provided in §§ 74.16

through 774.19.

+§74.16 Construction and facility im-
provement.

‘The recipient-of an HEW grant which
requires contracting for construction or
facility improvement (including any
HEW grant which provides for altera-
tions or renovations of real property)
shall follow its own requirements and
practices relating to bid guarantees, per-

formance bonds, and payment bonds ex--

cept for contracts exceeding™ $100,000.
For contracts exceeding $100, 000, the
granting agency may determine that the
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grantee’s bonding provisions adequately °

protect the Federal Government’s inter-
est; otherwise the minimum require~
ments shall be as follows: -

() A bid guarantee from each bidder

‘equivalent to flve percent of the bid

price. The bid guarantee shall consist of
a firm commitment such as a bid bond,
certified check, or other negotiable in-
strument accompanying a bid as assur-
ance that the bidder will, upon accept-
ance of his bid, execute such contractual

- documents as-may be required within

the time specified.-

(b) A performance bond on the part of
the contractor for 100-percent of the
contract price. A performance bond is
one executed in connection with a con-
tract to secure fulfillment of ali the con-
tractor’s obligations under the contract.

(¢) A payment bond on the partof the
contractor for 100 percent of the con-
tract price. A payment bond is one ex-
ecuted in connection with a contract to
assure payment as required by law of all
persons supplying labor and material in
the execution of-the work prowded for
in the. contract.’

§ 7417 Loan guarantees.

Where in connection with an HEW
grant, HEW also guarantees the pay-
ment of money borrowed by the grantee,
the granting agency may at its discretion-
require adequate bonding and insurance
if the bonding and insurance require-
ments of the grantee are not deemed ade-.
quate to protect the interests of the Fed-
eral Government.

§ 74.18 Fidelity bonds.

- If the grantee is a nongovemment;a.l
organization, the granting agency may
require adequate fidelity bond coverage
where the absence of coverage of any
of "the grant-supported activities jeop-
ardizes the Federal Government’s mter-
est.

§ 74.19 Source of bonds.

Any bonds- obtained pursuant to
§§ 74.16(2) through (c¢), 74.17, or 74.18
shall be obtained from companies hold-
ing certificates of authority as accept-
able sureties (31 CFR Part 223).

Subpart D—Retention and Access
Requirements for Records
§ 74.20  Applicability.

(a) Except as provided in paragraph
(b) of this section, this subpart applies
to all financial records, supporting docu-
ments; statistical records and-other rec-

ords of grantees, of subgrantees, and of -

contractors and subcontractors under

grants and subgrants; which:

(1) Are required by the terms and
conditions of an HEW grant, or

(2) May otherwise reasonably be con-
sidered as pertinent to’an HEW grant.

(b) This subpart is not applicable to
records maintained by the recipient un-
der a grant of: ,

(1) Any contract or subcontract of
$10,000 or less, or

(2) Any contract or ‘subcontract
awarded using the formal :advertising
method of procurément, whether or not

€

_required to be so awarded, or
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(3) Any subcontract awaxded undor a
confract or subcontract described: in
paragraph (b) (2) of this section.

§ 74.21 Length of rctention period,

(a) Except as provided in paragraphs
(b) and (c¢) of this section, records shall
be refained for three years from the
starting date specified in § 74.22.

(b) If any litigation, claim, negotin«
tion, audit or other action involving the
records has been started by or on behalf
of the Federa]l Government before the
expiration of the three-year perlod, the
records shall be retained until comple~
tion of the action and resolution of all
issues which arise from it, or until the
end of the regular three-year period,
whichever is later.

(¢) In order to avoid dupucato record-
keeping, granting agencles may make
special arrangements with grantees to
retain any records which are continu-
ously needed for joint use. The granting
agency will request transfer of records to
its custody from grantees when it doter~
mines that the records possess long-term
retention value. When the records are
transferred to or maintained by HEW,
the three-year retention requirement is
not applicable to the grantee.

§74.22 Starxing date of retention period,

(a) General. Except for records cov=-
ered by paragraphs (b) through (d) of
this section, where HEW grant support
is continued or renewed on an annual or
essentially annual basls, the retention
period for each year’s records starts
from the date of submission to HEW of
the grantee’s annual or last exvenditure
report for that vear; in all other cases
the retention period starts from the date
of submission to HEW of the grantee’s
final expenditure report,

(b) Records for nonexvendable prop-
erty. The retention period for records for
nonexpendable personal property re«
quired by § 74.139 starts from the date
of disposition of the property. However,
for proverty that hias been replaced pur-
suant to § 74,137, the retention perlod
starts from the date of disposition of the
replacement property. Date of disposi-
tion is defined in § 74.138(c).

(¢) Records’ pertaining to certain
classes of income. For records' required
by § 74.47 that relate to classes of pro-
gram income subject to §&74.44 and
74.46, the three-year retentlon period
starts from the end of the grantee's fis-
cal year in which the income is earned
or, in the case of income earned by a
subgrantee, from the end of the sub-
grantee’s fiscal year in which the income
is earned.

(d) Records for indirect cost rate pro-
posals, etc—(1) Applicability. Thispara«
graph applies to records supvorting ()
indirect cost rate proposals, (il) cost al-
Jocation plans pursuant to Apvendix C
to this part, (iil) hospital patient care
rate proposals, and (iv) any similar ac-
counting computations of the rate at
which a particular group of costs is
chargeable to HEW grants or to a sub-
grant, contract, or subcontract under an
HEW grant. This includes, but is not
l}mited to, computer usage chargeback
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rate computations and composite fringe
benefit rate computations.

(2) If submitted to the Federal Gov-
ernment. If the proposal, plan, or other
computation is. required to be submitted
to the Federal Government to form the
‘basis for negotiation of the rate, then
the three-year retention period for its
supporting records starts from the date
of such submission.

_ (3) If not submitted to the Federal
Government. If the proposal, plan, or
other computation is not required to be

_submitted to the Federal Government for
negotiation purposes, then the three-year
retention period for its supporting rec-

~ ords starts from the end of the fiscal year
(or other accounting period) covered by
- the proposal, plan, or other computation.

* '§74.23 Substitution of microfilm.

Microfilm or other adeguate copies
may be substituted for the original
-~ records.

s 74.24  Access to records.

(a) HEW and the Comptroller Gen-
- eral of the United States, or any of their
authorized representatives, shall have
the right of access to any books, docu-
ments, papers, or other records of the
- grantee which are pertinent to a specific
HEW grant, in order to make audit,
examination, excerpts, and transcripts.
(b) In-the case of a subgrant under
an HEW-grant, HEW, the Comptroller
_.General of the -United States, the

grantee, any intermediate subgrantee, or-

any of their authorized representatives
shall have the right of access to any
books, documents, papers, or other rec-
ords of the subgrantee which are per-
tinent to the HEW grant, in order to
make audit, examination, excerpts, and
transcripts. -

(¢) Except as provided-in § 74.20(b),
in the case of a contract (or subcontract)
under an HEW grant, HEW, the Comp-
troller General of the United States, the
grantee, any intermediate subgrantee,
contractor, or subcontractor, or any of
their authorized representatives shall
have the right of access, to any books,
documents, papers, or other records of
the contractor or subcontractor which
are pertinent to the HEW. grant, in order
t0 make audit, examination, excerpts,

- and transcripts.

§74.25 Restrictions on phblic access.

Unless otherwise required by law, HEW

will not place restrictions on grantees
which will limit public access to records
covered by this subpart except after a
.deterimination. that the records must be
kept confidential and would have been
excepted from disclosure under Part 5
of this title, “Availability of information
to the public pursuant to Pub. L. 90-23,”
if the records had belonged to HEW.

Subpart E—Waiver of Single State Agency
Requirements—[Reserved]

"Subpart F—Grant-Related Income .

-

§ 74.40 Scope of subpart. -

. This subpart sets forth policies and
requirements relating to (a) program in-
come and (b) interest and other invest-
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ment income earmed on advances of
grant funds.

§ 74.41 Mecaning of program income.

(a) For the purposes of this part, pro-
gram income means gross income earned
by & grantee or a subgrantee from ac-
tivities supported in whole or in part by
a grant or subgrant. It includes but is
not limited to such income in the form
of fees for services rendered, procecds
from sale of tangible personal or real
property, usage or rental fees, and pat-
ent or copyright royaities,

(b) Progrem income does not include
interest or investment income earned on
advances of grant or subgrant funds.
(See § 74.48.)

(c) Revenues raised by a government
grantee or subgrantee under its govern-
ing powers, such as taxes, special assess-
ments, levies, and fines, shall be consid-
ered program income only if the reve-
nues are specifically earmarked for the
project supported by the grant or sub-

~grant in accordance with the terms and
conditions of the grant. Otherwise, the
revenues shall not be considered grant-
related, and the grantee shall have no
oblization to the Federal Government
with respect to the revenues.

(d) If income meets the definition in
the preceding paragraphs of this sec-
tion, it shall be consldered program in-
come regardless of the method used to
calculate the amount—whether, for ex-
ample, by a cost-reimbursement method
or fixed price ement. Nor will the
fact that the income is earned by the
grantee or subgrantee from a Federal
procurement contract or {rom a procure-
ment contract under a Federal grant
awarded to another party affect the in-
come’s classification as program income.

(e) For the purposes of this subpart,
program income is divided into a number
of classes, which are treated in separate
sections of the subpart.

§ 7442 General program
meaning and basic rule.

(a) General program income means
all program income earned by a grantee
during the perlod of grant support or
by & subgrantee during the period of
subgrant support, other than the special
classes of such income treated in §5 74.43
(a), '74.44, and 74.45.

(b) General program income shall
either be:

(1) Applied to the grantee’s or sub-
grantee’s allowable costs (as determined
by the cost principles specified in Sub-
part Q of this part) during the grant or
subgrant funding period in which the in-
come was earned; or

(2) Used for any purposes that fur-

-ther the objectives of the Federal legisla-
tion under which the grant was made.

(c) If the granting agency does not
specify which alternative is to apply, the
alternative in paragraph (b) (1) of this
section shall apply.

§ 74.42a General program income—re-
striclive alternative.
(a) If the alternative in § 74.42(b) (1)

applies, the amount of the general pro-
gram income shall be deducted from the

income—
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grantee’s or subgrantee’s allowable costs
along with other deductions that may be
required (such as the amount of cosis
paid by cash donations from third par-
ties or by other Federal grants) for.the
purpose of determining the maximum
amount of those costs which may be
borne by Federal funds under the grant
or subgrant.

(b) If the alternative in § 74.42(b) (1)
applies to a discretionary grant, any gen-
eralprogram income earned by the grant-
ee In excess of the amount estimated in
the approved application shall not be
used to expand the scope of the grant-
supported project unless so authorized
by the granting agency. This require-
ment for Federal granting agency au-
thorization to use income to expand a
project’s scope shall not apply to income
eamed by a subgrantee in a subgrant
project unless so specified by the grant-
ing agency.

§74.42b General program income—
Iiberal altermative.

(a) If the alternative in §74.42¢(b) (2)
applies, -the requirement in that para-
graph shall be satisfled by use of the in-—
come to defray costs that meet all of the
{following requirements:

(1) The costs must be incurred for
projects or activities that further the ob-
jectives of the Federal legislation under
which the grant was made, although not
necessarily for the particular project or
activity for which the grant that gave
rise to the income was awarded.

(2) The costs must be reasonable and
allocable to the projects or activities in-~
volved, although they need not neces-
sarily be kinds of costs that would per-
missible as charges to the grant. For ex-
ample, construction of a building to
house the project or similar projects
could meet this requirement even where
such construction would not be 2 permis-
sible charge to the grant itself.

(3) The costs must be incurred before
the expiration of three years

1) Prom the date of submission to
HEW of the grantee’s final expenditures
report, or -

(1) Where grant support is continued
or renewed on an annual or essentially
annual basis, from the date of submis-
slon to HEW of the grantee’s annual ex-
penditures report for the year in which
the Income was earned or, in the case of
subgrantee income, the year in which the
grantee awarded the subgrant which,
directly or through a lower tier subgrant,
gaverise to the income. :

(b) (1) Pursuant to paragraph (a) of
this section, the grantee may elect to
apply some or all of the income to al-
lowable costs during the grant or sub-
grant funding period in which the income
was earned. Such costs should be in-
cluded in the total project costs reported
by the grantee to the granting agency,
and an equivalent amount of income
should be deducted from total project
costs on the appropriate line of the fi-
nancial report.

(2) Any other costs defrayed by the
program income pursuant to paragraph
(a) of this section should not be reported
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, as part of total pro;ect costs, nor should
"an equivalent amount of income be de-
ducted on account of those other costs.
However records for those other costs
shall be maintained, retained and made
available as required by §§ 74.47(c) and
Subpart D of this part.

(c) If the alternative in § 74.42(b) (2)
applies, grantees may impose more strin-
gent policies with respect to general pro-
gram income earned by their subgrant-
ees: Provided, That all the requirements
in paragraph (a) of this section are, as a
minimum, satisfied. ,

§ 74.42¢ General program income=-use
for cost sharing or matching.

A rule governing the use of allowable
costs financed by general program in-
come to meet & cost-sharing or matching
requirement is set forth in § 74.53(c).

§ 74.43 Procceds from sale of renl prop-
erty and.of langxble personal prop-
erty acquired for use.

(a) The following kinds of program
income shall be governed by the rules
in Subpart O of this part:

(1) Proceeds from the sale of real
property purchased or constructed under
a grant or subgrant.

(2) Proceeds from the sale of tangible
personal property fabricated or pur-
chased under a grant or subgrant and
intended primarily for use in the grant
or subgrant-supported activity or proj-

ect rather than for sale or rental
* (b) Proceeds from the sale or rental
of merchandise inventory or other tan-
gible personal property fabricated or
purchased under a grant or subgrant and
intended primarily for such sale or
rental is subject to §§ 74.42-74.42¢," if

earned during the period of grant or sub--

grant support, or to § 74.46, if earned
after that period. An example of such
proceeds is the income earned from the
sale of merchandise fabricated in a
grant-supported workshop.

§ 74.44 Royaltics and other income
carned from copyrights or copyright-
ed materials,

(a) This section applies to the follow-~
Ing kinds of program income:

(1) Royaltles, license fees, and other
Income earned by a grantee or sub-
grantee from a copyright on a work de~
veloped under a grant or subgrant.

(2) Proceeds in forms other than spe-

cifically copyright earnings received by a
grantee or subgrantee from the sale,
rental, dissemination, exhibition, or
broadcast of materials embodying &
" copyrighted work developed under the
grant or subgrant. In determining the
amount of such proceeds to be treated
as program income, there shall be de-
ducted from the gross proceeds any fab-
rication, dissemination or other costs
which are incurred by the grantee or
subgrantee in generating the proceeds
but which are neither borne by the HEW
grant nor counted towards satisfying a
cost-sharing or matching requirement of
the grant.

(b) Except as otherwise provided in
the terms and conditions of the grant,
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there shall be no obligation to HEW with
respect to such income,

§ 74.45 Royalties or equivalent income
carned from patents or from inven-
. tions.

Disposition of royalties or equivalent
income earned on patents or inventions
arising out of activities assisted by a
grant shall be governed by determina-
tions made or agreements entered into
pursuant to the Department’s patent
regulations. (See Parts 6 and 8 of this
title.) If such a determindtion or agree-
ment does not provide for the disposition
of the royalties or equivalent income, the
disposition shall be in accordance with
the grantee’s own policies:

§ 74.46 Proceeds carned after the sup-
port period from tangible personal
property acquired for sale or rental.

(a) Some grants and subgrants sup-
port the fabrication or purchase of tan-
gible personal property primarily for
sale or rental rather than for use in the
supported activities. This section applies
to proceeds earned by a grantee or sub-
grantee after the period of grant or sub-
grant support from any residual inven-
tory of such property (other than pro-
ceeds from copyrighted materials sub-
ject to § T4.44).

(b) The proceeds shall be-used for any
purposes that further the objectives of
the Federal legislation under which the
grant was made, This requirement shall
be satisfied by use of the-proceeds to de-
fray costs that (1) meet the requirements
in §§ 74.42b(a) (1) and 74.42b(a)(2) and
(2) are incurred before the expiration of
three years from the end of the grantee’s
fiscal year in which the proceeds. are
earned or, if the proceeds are earned by
& subgrantee, from the end of the sub-
grantee’s fiscal year in which the pro-
ceeds are earned. Grantees may impose
more stringent policles with respect to
such proceeds earned by their sub-

' grantees provided that the requirement

in this paragraph -i1s satisfled as
indicated.

§ 74.47 Records for program income.

(a) This section applies to the follow-
Ing classes of program income: (1)
General program Income subject to
§§ 74.42-74.42¢; (2) royalties and other
income from copyrights subject to
§ 74.44 where there is an obligation to
HEW with respect to such income; and
(3) property proceeds subject to § 74.46.

(b) A grantee or subgrantee shall
maintain records identifying the source
and amounts of all program income sub-
jectto this section.

(¢) If, pursuant to § 74.42b or other
portions of this subpart, the income is
applied to costs other than the allow-
able costs of the grant or subgrant sup-
ported project or activity which gave
rise to the income, the record shall also
identify the purposes and specific costs
to which the income is applied and shall
include source documentation for those
costs.

(d) Records required by this section
shall be subject to the retention and ac-

cess requirements of Subpart D of this
part.

§ 74.48 Intcrest carned on advances of
grant funds,

(a) Except where provided otherwiso

by Federal statute, interest and other
‘Investment income earned by grantees

on edvances of HEW grant funds shall
be remitted by check to the Department
of Health, Education, and Welfare.

(b) Except as otherwise provided by
Federal statute, interest and other in-
vestment income earned by a subgrantee
on advances from an HEW grantee shall,
to the extent that the subadvances are
attributable to advances of HEW grant
funds to the grantee, be remitted by
check to the Department of Health, Ed-
ucation, and Welfare.

(¢) For statutory exemptions from ac-
counfability for interest earned on adw«
vances of grant funds, attention is
directed to the following:

(1) The Intergovernmental Coopéra-
tion Act of 1968, which provides that
States, as defined in the Act, shall not be
held accountable for interest earned on
funds from & grant-in-aid, as defined in
the Act, pending their dishbursement for
program purposes.

(42 US.C. 4213))

(2) The Indien Self-Determination
and Education Assistance Act, which pro-
vides that Indian tribal organizations, as
defined in the Act, shall not be held ac-
countable for interest earned on pay-
ments of a grant awarded pursuant to
certain sections of the Act, pending thelr
disbursement by such organization,

(25 T.S.C. 450 (b).)

* Subpart G—Cost Sharing and Matching
§ 74.50 Scopo of subpart.

This subpart sets forth rules relating
to the satisfaction of requirements for
cost sharing or matching on projects or
activities supported by HEW grants,

§ 74.51 Definitions.

For purposes of this subpart:

“Cost sharing and matching” means,
in general, that portion of the costs of &
grant-supported project or activity not
borne by the Federal Government.

“Expendable Personal property” means
all tangible personel property other than
“nonexpendable personal property” ag
defined in this section.

“Nonexpendable personal property”
shall have the same meaning given to
that term In § 74.132, except that instead
of “‘acquisition cost,” the word “fair mor-
ket value at the time of donation’ shall
be substituted.

“Third-party in-kind contributions”
means property or services provided
without charge by non-Federal third par-
tles directly. benefiting and specifically
identifiable to a grant-supported project

- or activity. The term does not include al-

lowable costs which are incurred by sub-
grantees (or cost-type procurement con-
tractors under the grant) but which are
not borne by the grant.
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§ 74.52 Basic rule: Costs and contribu-
tions acceptable.

With the exceptions and qualifications
listed in § 74.53, a cost-sharing or match-
ing requirement may be satisfied by
either or both of the following:

(a) Allowable costs incurred by the
grantee (or by subgrantees or cost-type
procurement contractors under the
 grant) which are not borne by the grant.

(b) The value of third-party in-kind
contributions applicable to the grant-
period or funding period to which the
cost-sharing or matching requirement
applies.

' §74.53 Qualifications and exceptions.

(a) Costs paid by third-party cash do-
nations or assistance funds from other
Federal grants. Allowable costs that are
financed by cash contributions from non-
Federal third parties may count toward
satisfying a cost-sharing or matching re-
quirement. However, costs (or third-
party in-kind contributions) which are
paid by funds received as assistance un-
der another Federal grant may not count
towards satisfying a cost-sharing or
matching requirement unless such count-
ing is authorized by Federal law.

(b) Costs or contributions counted to-
wards other Federal cost-sharing re-
quirements. Neither costs nor the values
of third-party in-kind contributions may
count towards satisfying a cost-sharing
or matching requirement of an HEW
grant if they have been or will be countéd
towards satisfying a cost-sharing or
matching requirement of another Federal
grant, a Federal procurement contract,
or any other award of Federal funds. -
_— (e) Costs financed by general program
income. Costs financed by general pro-
gram income, as defined in § 74.42, shall
not count towards satisfying a cost-shar-
_ ing or matching requirement of the HEW
grant supporting the activity giving rise
‘to the income unless the terms and con-
ditions of that grant so provide.

- (@) Records. Neither costs nor third-
party in-kind contributions shall count
towards satisfying a cost-sharing or
matching requirement unless they are
verifiable from the grantee’s or subgrant-
ee’s records. - -

(e) Standards for third-party in-kind
contributions. 'Third-party in-kind con-
tributions shall count towards satisfying
& cost-sharing or matching requirement
only if they are necessary for proper and
efficient accomplishment of project ac-
tivities. In addition, such contributions
shall count only where, if the grantee or
subgrantee were required to pay- for
them, the payments would be allowable
costs. For example, entertainment costs
_are not allowable; therefore, third-party
in-kind contributions of entertainment
shall not count as cost-sharing or match-
ing. .

§ 74.54 Timing of- third-party in-kind
contributions. -

(a) Exceptas explained in the succeed-
ing paragraphs of this section, a third-
party in-~kind contribution shall be con-

AY .
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sidered as applying to the grant peried
or funding period in which the service or
property constituting the contribution is
provided.

(b) A third-party in-kind contribution
provided to a project supported by a sub-
grant shall be considered as applying to.
the HEW grant period or funding period
in which the subgrant was awarded.

(c) In some cases, a third party pro-

1145

(2) Grants for current operations. If
the purpose of the grant is to support
activities that require the use of equip-
ment, buildings or land: .

(1) Except as provided in paragraph
(@) (2) (iD) of this section, no amount of
cost sharing or matching may be claimed
for the donated land. Also except as pro- .
vided in paragraph (d)(2) (i) of this .
section, the donated nonexpendable pér-

viding property or services pursuant toa sonal property or buildings will not be
fixed-price type of procurement contract treated as third-party in-kind contribu-
under a grant or subgrant may make an tions. Instead, depreciation or use allow-
in-kind contribution by providing with- ances based on the fair market vahie of
out charge a portion of the property or the donated nonexpendable personal
services contracted for. In such a case, property or buildings at the time of do-
the contribution shall be considered as nation will constitute allowable costs
applying to the HEW grant period or incurred by the grantee or subgrantee.
_funding period during which the contract Such depreciation or use allowances will
was awarded or, in the case of a contract be determined and allocated in accord-
under a subgrant, the HEW grant period ance with the cost principles specified
or funding perlod in which the subgrant by Subpart Q of this part, in the same
giving rise to the contract was awarded. manner as depreciation or use charges

§ 74.55 Valuation of third-party in-kind
contributions.

For the purpose of cost-sharing or
matching requirements, third-party in-
kind contributions shall be valued as
follows:

for property purchased by the grantee
or subgrantee, and therefore usually will
be treated as indirect costs.

(i1) If the granting agency approves,
the fair rental rate for the donated land
and the full fair market value at the
time of donation of the donated non-

(a) Volunteer services. Services pro- expendable personal property or build-
vided" by volunteers shall be valued 8t ings may be clajmedlz; cost shar&?gr
rates consistent-with those paid by the matching in the form of third-party
grantee or subgrantee to its own employ~ in-kind contributions. Ordinarily, the
ees for similar work, If the grantee Or granting agency will cive its approval
subgrantee does not have employees per- only where it would have approved an
forming similar work, the rates shall be actual purchase of the property or rental
consistent with those ordinarily pald by of the land as an allowable cost.
other employers for similar work in the  (¢) ZLoaned space and nonerpendoble
labor market in which the granteé or personal property. If only the use of
subgrantee competes for services. In el~ gpace in a building or nonexpendable
ther case, a reasonable amount for frlnge property is donated and the donor re-
benefits may be included in the valuation. tains title, the contribution shall be

(b) Employees of other organications. valued at the fair rental rate of the space
When an employer other than the grant- or property.
ee, a subgrantee, or a cost-type pro- (1) Appraisal of real vroperty. Para-
curement contractor under the grant pgraphs (d) and (e) of this section re-
furnishes free of charge the services of quire that, in certain cases, a determina-
an employee, these services shall be val- tjon be made of (1) the fair market value
ued at the employee’s regular rate of PAY of land or of a building or (2) the fair
(exclusive of the employer’s {ringe bene- syental rate of land or of space in a build-
fits and overhead costs) provided these Ting. In these cases, the granting agency
services are in the same line of work ghal] have the right to require, as a pre- .
for which the employee is normally pald. condition to allowability for cost-sharing
If these services are in a different line or matching purposes, that the fair mar-
of work,.paragraph (a) of this section ketvalueorfairrentalratebe determined
shall apply. by a certifled real property appraiser or

(c) Donated expendable personal a representative of the U.S. General
property. Donated expendable personal Services Administration and that the
property, as defined in §74.51, shall be value or rate be certified by the responsi-
valued at the fair market value of the ble official of the grantee.

property at the time of donation. (g) Other contributions. The values

(d) Donated nonexpendable personal
properly, buildings, eand land. If the do-
nor transfers title to nonexpendable per-
sonal property, as defined in § 74.51, or
to buildings or land, the amount that
shall be allowed for purposes of cost-
sharing or matching shall depend upon
the purpose of the grant, as follows:

(1) Granis jor capital expenditures.

placed on other kinds of third-party
contributions shall be reasonable and
justifiable. '

§74.56 Supporting records for third-
party in-kind contributions.
(a) Grantees and subgrantees shall

maintain records supporting the values
placed on all third-party in-kind contri-

If the purpose of the grant is to assist butions.

the grantee or subgrantees in the acqui- (b) Volunteer services shall be docu-
sition of equipment, buildings, or land, mented and, to the extent feasible, sup-
the total fair market value of the prop- ported by the same methods used by the
erty at the time-of donation may be grantee or subgrantee for its employees
claimed as cost sharing or matching. performing similar services.
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Subpart H-—-Standards for Grantee and
Subgrantee Financial Management Sys-
tems ;

, § 74.60 Scope of subpart.

This subpart prescribes standards for
financial management systems of grant-
supported activities conducted by grant-
ees and their subgrantees. Neither the_
Department nor its granting agencies
will impose additional standards unless
specifically provided for in the applicable
statutes (e.g., the Joint Funding Simpli-
fication Act, Pub. L. 93-510) or elsewhere
in this part. However, suggestions and
assistance may be provided in establish-
ing or improving financial management
systems when needed or requested.

§ 74.61 Standards.

Grantee financial management sys-
tems for grants and subgrantee financial
management systems for subgrants shall
provide for:

(a) Accurate, current, and complete
disclosure of the financial results of
each grant project or program in accord-
ance with the financial reporting re-
. quirements of the grant, and for each

subgrant In accordance with the grant-
ee’s requirements. Except when specifi-
cally required by law, HEW will not re-
quire financial reporting on the accrual
basis from organizations whose records
are not maintained on that basis. How-
ever, when accrual reporting is required
by law, organizations whose records are
not maintained on that basis will not be
required to convert their accounting sys-
tems to the accrual basis; they may de-
velop the accrual information through
an analysis of the documentation on
hand or on the basis of best estimates,

(b) Records which identify adequately
the source and application of funds for
grant or subgrant-supported activities.
These records shall contain information
pertaining to grant or subgrant awards,
authorizations, obligations, unobligated
balances, assets, liabilities, outlays, and
income,

(c) Effective control over and account-
ability for all grant or subgrant funds,
and, in accordance with Subpart O of
this part, for all real and personal.prop-
erty that is subject to that subpart.
Grantees and subgrantees shall ade-
quately safeguard all such property and

* shall assure that it is used solely for au~
thorized purposes. )

(d) Comparison of actual with budg-
eted amounts for each grant or subgrant,
and, when specifically required by the
performance reporting requirements of
the grant or subgrant, relation of finan-
cial information with performance or
productivity data, including the produc-
tion of unit cost information.

(e) Procedures to minimize the time
elapsing between the transfer of funds
from the U.S. Treasury and the disburse-
ment by the grantee, whenever cash is
advanced by the Federal Government.
When advances are made by a letter-of-
credit method, the grantee shall make
drawddwns as close as possible to the
time of making disbursements. Grantees
shall require subgrantees to institute

PROPOSED RULES

analogous procedures when subadvances
are made by the grantee.

(f) Procedures for determining the
reasonableness, allowability, and alloca~
bility of costs in accordance with the
applicable cost principles prescribed by
Subpart Q of this part and the terms and
conditions of the grant.

(g) Accounting records which are sup-
ported by source documentation.

" (h) (1) External or internal audits
made by qualified individuals who are
sufficiently independent of those who au-
thorize the expenditure of funds to pro-
duce unbiased opinions. Auditors shall
meet the independence criteria of Chap-

ter 3, part 3, Standards for Audit of Gov~ "
ernmental Organizations, Programs, Ac~

tivities, and Functions, issued by the
Comptroller General of the TUnited
States.

(2) It is not required that each grant
or subgrant awarded to the organization
be audited. Rather, audits may, and gen-
erally should, be made on an organiza-
tion-wide basis to ascertain the effective-
ness of financial management systems
and internal procedures, and to test the
fiscal integrity of financial transactions
as well as compliance with terms and
conditions of awards. Such tests shall
include an appropriate sampling of Fed-
eral grants (and subgrants) awarded to
the arganization.

(3) These audits shall be conducted on
o continuing basis or at scheduled in-
tervals, usually annually, but not less
often than every two years. The fre-
quency of .these audits shall be based
upon the nature, size, and complexity of
the grant-supported - activities. These
audits will not relieve HEW of its audit
responsibilities, but may affect the fre-
quency and scope of Federal audit,

{i) A systematic method to assure
timely and appropriate resolution of
audit findings and recommendations. A
copy of each audit report, and its resolu-
tion, shall be furnished to the granting
agency upon request.

Subpart I—Financial Reporting
Requirements

§ 74,70 Scope of subpart. ~ -

This subpart prescribes requirements.
for grantees to report financial informa-

tion to granting agencies, and to request-
‘advances and reimbursement when a

letter-of-credit method is not used, and
promulgates standard forms incident
thereto.

§ 74.71 Definitions.

As used in this subpart or in the forms
identified by this subpart:

“Accrued - expenditures” are the
charges by the grantee during a given
period requiring the provision of funds
for: (a) Goods and other tangible
property received; (b) services per-
formed by employees, contractors, sub-
grantees, and other payees; and (c)
amounts becoming owed under programs
for which no current services or per-
formances are required such as annuities,
insurants‘ ce claims, and other benefit pay-
men

N

“Accrued income” is the sum of (a)
earnings during a given period from (1)
services performed by the grantee; and
{2) goods and other tangible property
delivered to purchasers;: and (b) amounts
becoming owed to the grantee for which
no current services or performance Is re-
quired by the grantee,

“Federal funds authorized” represents
the total aAmount of Federal funds obli-
gated by the Federal Government and
authorized for use by the grantee. This
amount includes any authorized carry-
over from prior fiscal years of funds un-
obligated by the grantee.

“In-kind contributions” shall have the
meaning given that term in § 74.51.
“Obligations” are the amotuints of
orders placed, contracts and grants or
subgrants awarded, services received, and
similar transactions during a glven
period, which will require payment dur-
ing the same or a future period.

“Outlays” represent charges made to
the grant project or programs. Outlays
may be reported on s cash or accrued
expenditure basis.

“pProgram income” shall have the
meaning given that term in § 74.41.

“Unobligated balance” is the portion
of the Federal funds authorized which
has not been obligated by the grantee
and is determined by deducting the
grantes’s cumulative obligations from
the cumulative Federal funds authorized.

s*yUnliquidated obligations,” for reports
prepared on a cash basis, represent the
amount of obligations incurred by the
grantee that has not been pald. For re-
ports prepared on an acerued expediture
basis, they represent the amount of oblf~
gations incurred by the grantee for which
an outlay has not been recorded.

§ 74.72 Authorized forms and instruc-
tions,

(a) Except as provided in paragraphs
(@) and (e) of this section, only those
forms specified in §§ '74.73, through 74.76
inclusive, and such supplementary or
other forms as may from time to timo
be authorized by OGPM and OMB, may
be used:

(1) For obtaining financial informa-
tion from grantees for grant programs,
or

(2) For requesting advances or reim-
bursements when letters of credit are
not used.

(b) All applicable standard instruc-
tions promulgated by OMB for use in

~‘connection with the forms specified in

§§ 74.73 through 74.76 inclusive shall be
followed. Granting agencles may issue
substantive supplementary instructions
only with the approval of OGPM and
OMB. On any report, granting agencles
may shade out or instruct the granteo to
disregard any line item that the granting
agency finds unnecessary for its decislon~
making purposes.

(¢) Grantees shall submit the original
and two coples of forms required pursus
ant to this subpart. However, granting
agencies may waive the requirement for
the second copy, or both coples, when
nof needed.

(d) Granting agencles may provide
computer outputs to grantees when it
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will expedite or contribute to the ac-
curacy of reporting. Also, granting agen~
cies may accept the required informg-
tion from grantees in machine usable
format or computer printouts in lieu of
prescribed formats.

(e) When a granting agency has de-
termined .that a grantee does not meet
the standards for financial management
systems contained in Subpart H of this
part, financial reports may be required
with more frequency or more detail (or
both), upon written notice to the grantee
(without regard to §74.7 until such
time as the standards are met.

§:14.73 Finaneial Statug Report.

(a) Form. Grantees shall use the
standard Financial Status Report pre-
scribed by Attachment G of OMB Cir-
cular No. A-110 to report the status of
funds for all nonconstruction grants.
However, at the option of the granting
agency, governmental grantees shall use
the Financial Status Report form pre-
scribed "by Attachment H of General
Services Administration Federal Manage-
ment Circular 74-7. Granting agencies,

" however, have the option of not requir~
ing the Financial Status Report when
the Request for Advance or Reimburse-
ment (see § 74.75) or Report of Federal
Cash Tra: tions (see § 74.74) provides
adequate information to meet their needs,
excepb that a final Financial Status Re-
port shall be required at the completion
or termination of the grant when the
Request for Advance or Reimbursement
form is used only for advances.

(b) Accounting bdasis. Each grantee

- shall report program outlays and pro-
gram income on the same accounting
basis, le., cash or accrued expenditure
(accrual), which is used in maintaining
its accounting Tecords. The basis used
by a grantee must be consistent for all
HEW grants.

) Frequency. The granting agencles
shall prescribe the frequency of the re-
port for each project or program. How-
ever, the report shall not be required

~more frequently than quarterly or less
frequently than annually except as pro-
vided in §'74.72(e) and paragraph (2)
of this section. Xf.the granting agency
does not specify the frequency of the re-
port, -it shall be submitted annually. A
final report shall be required upon com-
pletion or termination of grant support.

(@) Due date. When reports are re-
quired on a quarterly or semiannual ba-
sis, they shall be due thirty days after
the end of the specified reporting period.
‘When required on an annueal basis, they
shall be due 90 days after the end of the
" grant year. Final reports shall be due 90
days after the completion or termination
of grant support. Justified requests from
individual grantees for extension of re-
Jporting due dates will be approved when-
ever feasible.

§ 74.74 Report< of Federal cash transac-
tions.

. ‘(@) Form. When funds are advanced
to grantees through letters of credit or
with Treasury checks, each grantee shall
submit the Report of Federal Cash
Transactions prescribed by Attachment

N
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G of OMB Circular No. A-110. However,
at the option of the responsible HEW
finance officer, governmental grantees
shall use the Report of Federal Cash
Transactions form prescribed by Attach-
ment X of General Services Administra-
tion Federal Management Circular 74-7.
‘The Report of Federal Cash Transactions
will be used by HEW financial officers to
monitor cash advanced to grantees and
to obtain disbursement or outlay infor-
mation for each grant from the grantees.
The format of the report may be adapted
as appropriate when reporting is to be
accomplished with the assistance of au-
tomatic data processing equipment, pro-
vided that the information to be sub-
mitted is not changed In substance,

(b) Forecasts of Federal cash require~
ments. Forecasts of Federal cash require-
ments may be required in the “Remarks”
section of the report.

(¢) Cash in hands of secandary recipi-
ents. When consldered necessary and
Teasible by the responsible HEW finance
officer, grantees may be required to re-
port the amount of cash advances in ex-
cess of three days’ requirements in the
hand of subgrantees or other secondary
recipients, and to provide short narra-
tive explanations of actions taken by the
gantee to reduce the excess balances.

(Q) Frequency and due date. Grantees
shall submit the Report of Federal Cash
Transactions no later than 15 working
days following the end of each quarter.
However, where a letter of credit author-
izes advances at an annualized rate of
one million dollars or more, the responsi-
‘ble HEW financial officer may require the
Teports to be submitted within 15 work-
ing days following the end of each month.

(e) Waiver. HEW finance officers may
waive the requirement for submission of
the Report of Federal Cash Transactions
when a grantee’s monthly advances do
not exceed $10,000: Provided, That such
advances are monitored through other
forms authorized pursuant to this sub-
part, or in the HEW finance officer's
opinion, the grantee’s accounting con-
trols are adequate to minimize exces-
sive Federal advances,

§ 74.75 Request for Advance or Reim-
bursement.

(a) (1) When letters of credit or pre-
determined automatic Treasury check
advances are not used, grantees shall
submit thelr requests for advance pay-
ments or reimbursements under noncon-
struction grants on the Request for Ad-
vance or Reimbursement form prescribed
by Attachment G of OMB Circular No.
A-110. However, at the option of the re-
sponsible HEW finance officer, govern-
mental grantees shall use the Request
for Advance or Reimbursement form pre-
scribed by Attachment B of General
Services Administration Federal Man-
agement Circular 74-7,

(2) Additionally, grantees shall use
these forms when requesting Treasury
check advance under construction grants
(see § 74.76(b) (4)) and may be required
to use these forms when requesting re-
imbursements under construction grants
(see § T4.76(a) (1)).
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() Grantees will be authorized to sub-
mit thelr requests no less often than
monthly.

7476 Outlay Report and Request for
~§ Reimbursement for Constructions
Programs.

(a) Construction grants paid by re-
imbursement method. (1) Requests for
relmbursement under construction
grants shall be submitted on the Outlay
Report and Request for Reimbursement
for Construction Programs form pre-
scribed by Attachment G of OMB Cir-
cular No. A-110. However, at the option
of the granting agency, governmental
grantees shall use the Outlay Report and
Request for Reimbursement for Con-
struction Programs form prescribed by
Attachment B of General Services Ad~
ministration Federal Management Cir-
cular 74-7. Granting agencies may, how-
ever, prescribe the Request for Advance
or Reimbursement form specified in
§ 74.75 instead of these forms.

(2) Grantees will be authorized to sub~
mit no less often than monthly their re~
quests for reimbursement under con-~
struction grants.

(b) Construction grants paid by letter
of credit or Treasury check advance. (1)
When a construction grant is paid by let-
ter of credit or Treasury check advances,
the grantee shall report its outlays to the
granting agency using an Outlay Report
and Request for Relmbursement for Con-
struction Programs form in accordance
with paragraph (a) (1) of this-section.
The grantee should leave blank those
items on the form which are applicable
only when requesting reimbursement.

(2) The spaces on the form for certi-
{ying signatures should be left blank.
Instead:

(i) The folowing certification, signed
on behalf of the grantee by an author-
ized official of the grantee organization,
should be submitted to the granting
agency with the outlay report:

I cortify that to the best of my knowledge
and bellef the accompanying report 1s correct
and complete and that all cutlays reported
therein are for the purposes set forth in the
grant award documents.

(i) Information as fo percentage of
project completion and certification
thereof should be submitted independs=
ently of the outlay report, at such times
and by such means as may be prescribed
by the granting agency.

(3) Frequency and due date shall be
governed by § 7473 (¢) and (d).

(4) When a construction grant is paid
by Treasury check advances based on
periodic requests from the grantee, the
advances shall be requested on the form
specified In § 74.75. In these cases, the
granting agency may waive the Ouflay
Report and Request for Relmbursement
entirely if the latter’s more detailed ouf-
lay information is not needed.

(5) Where a consfruction grant is
pald by letter of credit or predetermined
automatic Treasury check advances, re-
quests for payments are not submitted to
the granting agency. In these cases the
granting agency may substitute the Fi-
nanclal Status Report specified in § 74.73
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for-the Outlay Report and Request for .

eimbursement.

(¢) Accounting basis. The accounting
basis for the Outlay Report and Request
for Reimbursement for Construction
fg;)grarps shall be governed by §'74.713

Subpart J—Monitoring and Reporting of
Program Perfonnance

§ 74.80 Scope of subpart,

. 'This subpart sets forth the pmcedures
for monitoring and reporting program
performance under HEW grants, These
procedures are designed to place sub- -
stantial reliance on grantees to manage
the day-to-day operations of their grant-
supported activities.

§ 74.81 Monitoring by grantees.

Grantees shall monitor the perform-
ance under grant-supported activities to
assure that adequete progress is being
made towards achieving the goals of the
grant. This review shall be made for each
program, function, or activity of each
grant as set forth in the approved grant
application or State plan, or the grant
award document.

§ 74.82 Performance reports”for non-
construction grants.

(a) ‘Where the granting agency deter-
mines that performance information suf-
ficlent to meet its programmatic needs
will be available from subsequent appli-
cations, the granting agency will require
the grantee to submit a performance re-
port only upon completion or termina-
tion grant support. This report will be
due on the same date as the final Finan-
cial Status Report (or other financial re-
port equivalent thereto) unless a differ-
ent due date is specified by the granting
agency. Note that the “Application for
Federal Assistance (Nonconstruction
Programs)” preseribed by Subpart N of
this part, when used to request contin-
ued support, provides informaftion sub-
stantially equivalent to a performance
report.

(b} Except as provided in paragraph
(a) of this section, or as otherwise au-~
thorized by OGPM, grenting agencies
may require grantees to submit perform-
ance reports in the same frequency, and
with the same due dates, as is author-
ized for the Financial Status Report by
Subpart I of this part. If the granting -

agency does not specify the frequency of -

the performance report, it shall be sub-~
mitted annually, When performance re-
ports and Financial Status Reports are
required with the same frequency, they
shall cover the same time periods. Other-
wise the, time periods covered by per-
formance reports and Financial Status
Reports shall be coordinated to facilitate
comparability of performance informa-
tion with financial information.

(¢) The content of performance re-
ports shall conform to any instructions
issued by the granting agency, including,
to the extent appropriate to the particu-
lar grant, a brief presentation of the fol-
lowing for each program, function, or ac-
tivity involved:

PROPOSED RULES

(1) A comparison of actual accom-
plishments to the goals established for
the period. Where the output of grant
programs can be readily quantified, such
quantitative data should be related to
cost data for computation of unit costs.

(2) Reasons for slippage in those cases
where established goals were not met,

(3) Other pertinent information in-
cluding, when appropriate, analysis and
exp%gnation of cost overruns or high unit
cas

§ 74.83 Performance reports for con-
struction grants.

In general, granting agencies rely
heavily on on-site technical inspection
and certified percentage-of-completion
data to kKeep themselves informed as to
progress under construction grants.
Therefore formal performance reports
from grantees to supplement those
sources of information shall be required
only if considered necessary by the
granting agency, and in no case more
frequently than quarterly.

§ 74.84 Significant developments
tween scheduled reporting dates.

Between the scheduled performance
reporting dates, events may occur which
have significant impact upon the grant-
supported activity. In such cases, the
grantee shall inform the granting agency
as soon as the following types of condi-
tions become known:

(a) Problems, delays, or adverse con-
ditions which will materially impair the
ability to attain- the objectives of the
grant. This disclosure shall be accom-
panied by a statement of the action
taken, or contemplated, and any Federal
assistance needed to resolve the situa-
tion. .

(b) Favorable developments or events
which enable meeting time schedules
and goals sooner or at less cost than an-
ticipated or producing more heneficial
resglts than originally projected. -

§ 74.85 Site-visits.

Site visits may be made by repre-
sentatives of HEW to:

(a) Review program accomplishments
and management control systems.

(b) Provide such technical assistance
as may be required.

Subpart K—Grant Payment Requ:rements
-§ 74.90 Scope of subpart.

- This subpart sets forth HEW'’s methods

be-

‘of making grant payments to grantees.

These methods will minimize the time
elapsing between the disbursement by a
grantee and the transfer of funds from
the United States Treasury to the
grantee, whether such disbursement oc-
curs prior to or subsequent to the trans-
fer of funds.

§ 74.91 Definitions.

. As used in this subpart:

“Advances by Treasury check” is a
payment made by a Treasury check to a
grantee, upon its periodic request or
_through the use of predetermined pay-
ment schedules, before payments are
made by the grantee.

“Letter of credit” is an instrument
certified by an authorized Federal official
which authorizes a grantee.to draw funds
when needed from the Treasury, through
a Federal Reserve Bank and the grantee's
commercial bank,

“Percentage of completion method" re-
fers to a system under which payments
are made to the recipient of & construc-
tion grant according to o schedule which
relates the amount and timing of each
payment primarily or solely to the actual
percentage of completion of the con-
struction work under the grant rather
than to the grantee’s actual rate of dis-
bursements.

“Reimbursement by Treasury check”
is a payment made to a grantee with a
.Treasury check upon request for reime
bursement from the grantee.

§74.92 Payment methods for noncon-
struction grants.

(a) Letters of credit will be used to pay
HEW grantees when all of the following
conditions exist:

(1) There is or will be a continuing ro-
lationship between the grantee and the
responsible HEW finance office for st
least a twelve-month period and the total
amount of advances to be received from
the responsible HEW finance office Is
$250,000 or more, ($120,000 for certain
jointly funded projects).

(2) The grantee has maintained, or
demonstrated to HEW the willingness
and ability to maintain procedures that
will minimize the time elapsing between
the transfer of funds from the Treasury
ang their disbursement by the grantee,
anl

(3) The grantee’s financial manage-
ment system meets the standards for
fund control and accountability pre-
scribed in Subpart H of this part.

(b) Advances by Treasury check will
be used, in accordance with the provi-
sions of Treasury- Circular No. 1075,
when the grantee meets all-of the re-
quirements specified in paragraph (a) of
this section except those in paragraph
(a) (1) of this section.

(c) Reimbursement by Treasury check
will be the preferred (although not man-
datory) method when the grantee doets
not meet the requirements specified in
either or both of paragraph (a) (2) and
(2) (3) of this section. However, deter~
minations to use the reimbursement by
Treasury check method on these grants
may be made only by or with the concur-
rence of the Assistant Secretary, Comp-
troller, Department of Health, Educa-
tion, and Welfare, or his designees. This
method may also be used when the major
-portion of the program is accomplished
through private market financing or
Federal loans, ‘and the. Federal grant
assistance constitutes a, minor portion of

. the program.

(d) Grantees will be authorized to sub=
mit no less often than monthly their re-
quests for advances or relmbursements
when letters of credit or predetermined
automatic Treasury check advances are
not used. :
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§ 74.93 Payment methods for construc-
tion grants.

(2) Reimbursement by Treasury check
shall be the preferred method when the
grantee does not meet the requirements
specified in § 74.92(2) (2) and (3), and
may be used for any other HEW con~-
struction grant except where HEW has
entered into an agreement with a grantee
to use a letter of eredit for all HEW
grants, including construction grants.

(b), When - the reimbursement by
Tregsury check method is used, grantees
will be-authorized to submit no less often
than monthly their requests for reim-
bursement.

(c) When the reimbursement by
Treasury check method Is not used,
§74.92 (@) and (b shall be applicable
to the construction grant. Implementing
procedures under § 74.92 (a) and (b) will
be insofar as possible the same for con-
struction grants as for nonconstruction
grants awarded to the same grantee.

(d) The percentage of completion
method will not be used to pay HEW
construction grants.

§ 74.94~ Withholding of payments.

Unless otherwise required by law; pay-
ments for proper charges incurred by
grantees will not be withheld unless the
grant is suspended pursuant to § 74.113,
or the grantee is indebted to the United
States, and collection of the indebtedness
will not impair the accomplishement of
the objectives of any project or program
sponsored by the United States. When &
grant is suspended, payment adjustments
will be made in accordance with § 74.113.
‘When an indebtedness is to be, collected,
HEW may, upon reasonable notice to the
grantee, withhold from the grantee the
right to receive payments under any or
all grants or.require appropriate ac-
counting adjustments to recorded grant
cash balances for which the grantee is
accountable to the Federal Government,
‘in order to liquidate the indebtedness.

§74.95 Requesting- advances or reim-
bursements.

Subpart I of this part sets forth the
procedures and forms for requesting ad-
vances or reimbursements.

§74.96 Consolidation of payments.*

‘When the letter-of-credit procedure is
used, the grantee will to the extent feasi~
ble be issued a single or consolidated
letter-of-credit to cover anticipated cash
needs for all HEW grants. Similarly, to
the extent; feasible, when the advance by
Treasury check method is used, advances
will be consolidated. -

§ 7497 Requests for reimbursement:
Prompt payment.

‘When the reimbursement by Treasury

. check method is used, the grantee will be

paid as promptly as possible, ordinarily

within thirty days after receipt of a
proper request for reimbursement.

. Subpart L—Budget Revision Procedures
-§ 74.100 Scope of subpart.

(2) This subpart sets forth criterls
* and procedures to be followed by grant-

PROPOSED RULES

ees In requesting deviations from budg-
ets and requesting approvals for budget
revisions.

(b)' For those State plans or other
grants which do not involve a “budget”
as defined In §'74.101, only §74.105 is
applicable. However, such grants are
nevertheless subject to the prior approval
requirements set forth in the cost princi-
ples in Appendices C, D, E, and ¥ to this
part.

§ 74.101 Budget. -

(a) The term “budget” as used in this
subpart means the financial plan ap-
proved by the granting agency for carry-
ing out the purposes of the grant. Except
for research grants, the budget may
cover either (1) the sum of the Federal
and non-Federal shares, or (2) only the
Federal share, when specified by the
granting agency in its grant application
instructions. For research grants the
budget shall cover only the Federal share.

(b) The granting agency will require
that the budget be related to perform-
ance for program evaluation purposes
whenever appropriate.

§ 74.102 Nonconstruction grants.

(a) For budget revislons on noncon-
struction grants, grantees shall obtain
prior approval, in writing, from granting
agencies whenever:

(1) The revision will result from
changes in the scope or the objective of
the grant-supported project. .

(2) The revision will result from trans-
ferring to a third party, by subgranting,
contracting or other means, substantive
grant-supported activities.

(3) The revision will involve transfer
of amounts budgeted for indirect costs
to absorb increases in direct costs.

(4) The revision will involve additional
costs requiring approval under the cost
principles prescribed in Subpart Q@ of
this part. (See § 74.176.)

(5) The grantee is 2 nongovernmental
organization and the revision will involve
transfer of amounts previously budgeted
for student support (tuition walvers,
stipends and other payments to trainees).

(6) 'The revision will involve:

(1) Budgeting funds for research pa-
tient care (when no such costs had been
previously budgeted), or

(i) Increasing the amounts previously
budgeted for research patient care.

(1) The revision will consist of adding
funds for any purpose or type of cost that
was expressly disapproved as a speclal
condition of the grant.

() Except as provided in §74.104,
other changes to nonconstruction grant
budgets do not require HEW approval.

(¢) Paragraphs (a)(3), (a)(5) and
(2) (6) (i1) of this section may be waived
by the granting agency.

§74.103 Construction grants,

For construction grants, grantees shall
request prior approvals promptly from
granting agencies for budget revisions
whenever the revision will result from
changes in the scope or the objective of
the grant-supported project.
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§74.104 Construction and nonconstruc-
tion work under the same grant.

YWhen a grant provides support for
both construction and nonconstruction
worlk, the granting agency may require
the grantee to obtain prior approval
from the granting agency before making
any fund or budget transfers beftween
the two types of work.

§ 74.1053 Authorized « funds exceeding
grantee needs.

For both construction and noncon-
struction grants grantees shall notify
the granting agency promptly whenever
the amount of Federal authorized funds
is expected to exceed the needs of the
grantee by more than $5,000 or 5 percent
of the Federal grant, whichever is
greater. This notification will not be
required if applications for additional
funding are submitted for continuing
grants, and such applications include
the grantee’s estimate of what the un-
obligated balance of Federal authorized
funds will be at the end of the current
period.

§74.1g6 Mecthod of requesting approv-

When requesting approval for budget
revisions, grantees shall use the budget
forms which were used in the grant ap-
plication. However, grantees may request
by letter the approvals required by the
§ 74.102(a) (4).

§74.107 Notification of approval or
disapproval.

Within 30 days {from the date of re-
ceipt of the request for budget revisions,
the granting agency shall review the re-
quest and notify the grantee whether or
not the budget revisions have been ap-
proved. If the revisions is still under
consideration at the end of 30 days, the
granting agency shall inform the grantee
In writing as to when the granfee may
expect the decision.

Subpart M—Grant Closeout, Suspension,
and Termination

§74.110 Decfinitions.

As used in this subpart:

“Date of completion” means the date
when all work under a grant is com-
pleted or the date in the grant award
document, or any supplement or amend-
ment thereto, on which Federal assist-
ance ends.

“Grant closeout” means the process by
which a granfting agency defermines
that all applicable administrative ac-
tions and all required work of the grant
have been completed by the grantee and
the granting agency.

“Suspension” means an action by a
granting agency which temporarily sus~~
pends Federal assistance under the grant
pending corrective action by the grantee
or pending a decision to terminate the
grant by the granting agency.

“Termination” means the cancellation
of Federal assistance, in whole or in
part, under a grant at any fime prior to
the date of competion. The following do
not constitute termination:
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(a) Withdrawal of funds awarded on
the basis of the grantee’s underestimate
of the unobligated balance in a prior
period; '

_ (b) Failure on the part of the grant-
ing agency to ward a continuation, ex~
tension, renewal, supplemental, or other
additional grant; -

(¢) Withdrawal of the unobligated

balance as of the end of a grant budget

period because a continuation, renewal,
or extension grant will not be made; -
(d) Annulment, i.e. voiding; of a grant

upon determination that the award was .

obtalned fraudulently, or was otherwise
illegal or invalid from inception.

§ 74.111 Closcout.

(a) Each grant shall be closed out as_
promptly as is feasible after completion
or termination.

. (b) In closing out HEW
following shall be observed:
(1) Upon réquest, the granting agency
shall make, or arrange for, prompt pay-
ment to the grantee for allowable reim-
bursable costs not covered by previous
payments. . -
(2) The grantee shall immediately re-
fund or otherwise dispose of in accord-
ance with instructions from the granting
agency or the HEW financial officers rep-
resenting the granting agency, any un-
encumbered balance of cash advanced to
the grantee. -
(3) The grantee shall submit within
90 days of the date of completion or ter-
mination, all inancial, performance, and
other reports required as a condition of
the grant. The agency may grant ex-
tensions when requested by the grantee.
(4) The granting agency shall make a
settlement for any upward or downward
adjustment of the Federal share of costs,
to the extent called for by the terms and
conditions of the grant. -
(¢) (1) The closeout ‘of a grant shall
not affect the retention period for, or
Federal rights of access to, grant records
pursuant to Subpart D of this part.
(2) If a grant is closed out without
audit oni behalf of the Federal Govern-
ment, the granting agency retains the
right to disallow and recover an appro-
priate amount after fully considering
any recommended disallowances result-
.ing from a subsequent audit on behalf of
the Federal Government. .

. (3) The closeout of a grant does not
affect the grantee’s responsibilities with
respect to property pursuant to subpart
O of this part, or with respect to any
program income for which the grantee
i3 still'accountable pursuant to Subpart
F of this part.

(@) (1) With respect to each grant,
there shall be payable to-the Federal
Government the total sum of: -

(1) Any grant funds paid to the
grantee by the Federal Government in
excess of the amount to which the grant-
ee is finally defermined to be entitled
pursuant to the terms and conditions of
the grant, A .

(i) Any interest or other investment
income earned on advances of grant
funds which is due to the Federal Gov-
ernment pursuant to § 74.48,

grants, thg
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- (ili) 'The Federal share of any pro-
gram Income for which the grantee is
accountable pursuant to Subpart F of
this part, but which is not used or other-
wise disposed of in accordance with the
requirements of that subpart, -

(iv) Any amounts due the Federal
Government pursuant to Subpart O of
this part, and

(v) Any other amounts finally deter-
mined to be due to the Federal Govern-
ment pursuant to the ferms and condi-
tions of the grant. ' -

(2) The total sum payable pursuant to
paragraph (d) (1) of this section shall
constitute a debt owed by the grantee to
the Federal Government,” and shall, if
not paid upon demand, be recovered from -
the grantee or its successors or assignees
;Jy set-off or other action as provided by
aw.

§.74.112 'Violation of grant terms and
conditions.

When a grantee has materially failed
to comply with the terms and conditions
of a grant, the granting agency may sus-
pend - the grant, in accordance with
§ 74.113, terminate the grant for cause,
as provided in § 74.114, or take such
other remedies as may be legally avail-
able and appropriate in the circum-
stances. .

§ 74.113 Suspension.

- (a) When 2 grantee has materially
failed to comply with the terms and con-

(c) Appropriate adjustments to pay-
ments under the suspended grant will be
made either by withholding subsequent
payments or by not allowing the grantee
credit for disbursements made in pay-
ment of unauthorized oblgations in-
curred during the suspension period,

§ 74.114 Termination.

(a) Termination for cause. The grant=
ing agency may terminate any grant in
whole, or in part, at any time before the
date of completion, whenever it defer-
mines that the grantee has materially
failed to comply with the termis and
conditions of the grant. The grdnting
agency shall promptly notify the grantee
in writing of the determination and the
reasons for the termination, together
with the effective date. Payments made
to grantees or recoveries by granting
agencies under grants terminated for
cause shall be in accordance with the
legal rights and obligations of the
parties.

(b) Termination on other grounds.
(1) Except as provided in paragraph (a)
of this section, grants may be terminated
in whole or in part only as follows:

(i) By the granting agency with the
consent of the grantee, in which case
the two parties shall agree upon the
termination conditions, including the of«
fective date and in the case of partial
terminations, the portion to be termi-
nated, or

(if) By the grantee, upon written noti-

ditions of a grant, the granting agency fication to the granting agenoy, setting
may, upon written notice to the grantee, forth the reasons for such termination,
suspend the unused balance of the grant the effective date, and in the case of par-
in whole or in part. Notice of suspension tial terminations, the portion to be ter~
will ‘contain a statement of the reasons minated. However, if, in the case of a
for that action and any corrective action Dartial termination, the granting agency
required of the grantee, and shall be determines that the remaining portion
given as far in advance of the effective ~0f the grant will not accomplish the pur~
date of the suspension as is reasonable Doses for which the grant was made, tho

considering the granting agency’s re- granting agency may ferminate the
sponsibilities to protect the Federal Gov-
ernment’s interest. Suspensions shall re-
main in effect until the grantee has taken
corrective action satisfactory to the
granting agency, or given evidence satis-
factory to the granting agency that such
corrective action will be taken, or until
the granting agency - terminates the
grant, - N

(b) Except as authorized by the grant-
ing agency, new obligations incurred by
the grantee during the suspension period
will not be allowable. Any new obligations
not authorized by the granting agency at
the same time as or after it gives notice
will be made solely at the grantee’s own
risk; the granting agency need not allow
costs which result from them. In any case,
however, necessary and otherwise allow-

grant in its entirety pursuant to either

.paragraph (a) or paragraph (b (1))

of this section.

(2) When a grant is terminated pur«
suant to paragraph (b) (1) of this sec-
tion, the grantee shsll not incur new
obligations for the terminated portion
after the effective date, and shall cancel
as many outstanding obligations ag pos-
sible. The granting agency shall allow
full credit to the grantee for the Federal
share of the noncancellable ohligations
properly incurred by the grantee prior
to termination. :

Subpart N—Forms for Applying for Grants
§ 74.120 Scope of subpart.

(a) This subpart promulgates forms
and instructions to be used by govern-

able costs which the grantee could not mental organizations (except hospitals
reasonably avoid during the suspension and institutions of higher education op-
period will be allowed if they result from erated by a government) in applying to

-obligations -properly’ incurred by the HEW for grants. This subpart is not ap-

grantee before the effective date of the plicable, however, to those formula grant
suspension and not in anticipation of programs which do not require appli-
suspension or termination. At the discre- cants to apply to HEW for funds on &
tion of the granting agency, third-party project basis, .
in-kind contributions applicable fo the (b) This subpart permits granting
suspension period may be allowed In agencles to prescribe the form of appii-
satisfaction of cost sharing or matching cations by nongovernmental organiza-
requirements, - tions (including hospitals and institu-
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tions of higher education operated by a
government), but prescribes the use of a
standard facesheet for certain of these
applications. ;

§ 74.121 Aauthorized forms and’ instruc-
- tions,

(a) Governmental orgamzatwns (1)
In applying to HEW for grants, govern-
mental orgamzatzons shall use only the
forms - specified .in §§ 74.122 through
74,126 intlusive,' and such supplemen-
tary or other forms as may from time to
time be .prescribed by the granting
agency with the approval of OGFM and
OMB.

(2) Governmental applications shall
submif -the original and two copies of
their applications. However, granting
agencies may waive the requirement for
‘the second copy, or both copies when
not needed.

- ~(3) Governmental applicants shall
follow gll applicable standard instruc-
tions promulgated by OMB for use in
connection with the forms specified in
§74.122 through §74.26, inclusive.
Granting agencies may promulgate sub-
stantive supplementary instructions only
~with the approval of OGPM and OMB,

(4) Except as provided by § 74.106 alt
requests by governmental grantees for
renewals, revisions continuations, and
augmentations (i.e., supplements) to ap-
proved grants shall be submitted on the
same form as the original application.
For those purposes, only the SF' 424 and
the affected pages of the forms should

_ be submitted.

(b) Nongovernmental organizations.
Nongovernmental organizations shall
use application forms prescribed by the
granting agency, except that the face-
sheet of such applications shall be
Standard Form 424 for grants under pro-
grams covered by Attachment A, Part 1,
of OMB Circular No. A-95.

§ 74.122 Preapplications for
Assistance.

(a) The Preapplication for Federal
Assistance form prescribed by Attach-
ment M of General Services Administra-
tion Federal Management ercular 747
shall be used {o:

(1) Establish commumcation between

7 the applicant and the granting-agency;

(2) Determine the applicant’s. eligi-
bility;

(3) Determine how well the project
can compete with similar applications
from others; and

. (&) Eliminate any proposals which
have little or no chance for Federal fund-
ing before applicants incur significant

] gxpenditur&s’ for preparing an applica-
ion.

(b) Preapplication shall be  manda-
fory” when the potential applicant is a
governmental organization and the pro-
posed project would require more than

. $100,000 of Federal funding for construc-
tion, land acquisition, or land develop-
‘ment. The granting agency may require
preapplications from an¥y type of orga-
nization, for any-type of project, and
irrespective of the amount of estimated
Federal funding. In addition any govern-

%,

N\ ‘ ’

\

Federal
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mental organization has the right to sub-
mit a preapplication even when nob
required by the granting agency.

§ 74.123 Notice of Preapplication Re-
view Action.

The Notice of Preapplication Review
Action form prescribed by Attachment
M of General Services Administration
Federal Management Circular 74-7 will
be used by granting agencles to inform
the applicant of the results of the review
of the preapplications submitted to
them. The granting agency will send a
notice to the applicant originally within
45 days of the receipt of the preapplica-
tion form. When the review cannot be

. made within 45 days, the applicant will

be informed by letter as to when the
review will be completed.

§ 74.124 Application for Federal Assist-
ance (Nonconstruction Programs).

The Application for Federal Assistance
(Nonconstruction Programs) form pre-
scribed by Attachment AL of General
Services Administration Federal Man-
agement Circular 74-7 shall be used by
governmental organizations in applying
for any grant to which this subpart is
applicable except where a form specified
in §74.125 or § 74.126 is to be used.

§74.125 Application for Federal Assist-
ance (for Construction Programs).

The Application for Federal Assistance
(for Construction Programs) form pre-
scribed by Attachment M of General
Services Administration Federal Man-
agenment Circular 74-7 shall be used by
governmental organizations in applying
for any grant whose purpose is solely or
primarily construction, land acquisition,

or land development,
§ 74.126 Application for Federal Assist-
ance (Short Form). .

The Application for Federal Assistance
(Short Form) form prescribed by At-
tachment M of General Services Admin=
istration Federal Management Circular
737 shall be used by governmental or-
ganizations in applylng for any single-
purpose, one-time grant of less than
$10,000 not requiring clearinghouse ap-
proval, an environmental impact state-
ment, or the relocation of persons, busi-
nesses, or farms. Granting agencies may,
at their discretion, authorize or prescribe

_this form for applications for larger

amount,.
Subpart 0—Property
§ 74.130 Scope of subpgrt.

(a) This subpart sets forth require-
ments relating to real property and tan-
gible personal property, part or all of
the acquisition cost of which is either .
borne as a direct cost by a grant or
counted as a direct cost towards satis-
fying a cost-sharing or matching re-
quirement of a grant. The subpart does
not apply to (1) real property or tangible
personal property for which only depre-
ciation or use allowances are charged,
or (2) real property or tangible personal
property which is donated as a third-
party in-kind contribution (as defined
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in §74.51), or (3) tangible personal
property acquired primarily for sale or
rental rather than for use in the sup-
ported activities (see § 74.46).

(b) This subpart also sets forth or ref-
erences policies relating to intangible
personal property arising out of activi-
ties assisted by a grant.

§74.131 General.

Grantees, subgrantees, a.nd cost-type
contractors under a grant managing
property subject to this subpart may
follow their own property management
policles and procedures, provided they
observe the requirements of this subpart.
With respect to such property, granting
agencies will not impose any require-
ments not authorized by this part unless
speclfically required by Federal law.

§ 74.132 Definitions. ~

As used in this subpart:

“Acquisition” of property includes pur-
chase, construction, or fabrication of
property.

“Acquisition cost” of an item of pur-
chased nonexpendable personal property
means the net invoice price of the prop-
erty, including the cost of medifications,
aftachments, accessories, or auxiliary ap-
paratus necessary to make the property
usable for the purpose for which it was
acquired. Other charges such as the cost
of installation, transportation, taxes,
duty or protective in-transit insurance,
shall be included in or excluded from
the unit acquisition cost in accordance
with the regular accounting practices
of the organization purchasing the
property.

“Expendable personal property” means
all tangible personal property other than
nonexpendable personal property.

“Nonexpendable personal property”
means tangible personal property having
& useful life of more than one year and -
an acquisition cost of $300 or more per
unit except that organizations subject
to Cost Accounting Standards Board
(CASB) regulations may use the CASB
standard of $500 or more per unit and
useful life of two years. An organization
mey use its own definition of nonexpend-
able personal property provided that
such definition would at least include
all tangible personal property as defined
herein. )

“Personal property” means property of
any kiud except real property. It may be
tangible—having physical existence, or
intangible—having no physical existence,
such as patents, mx'entions and copy-
rights.

“Real property” means Iand. including
land improvements, structures and ap-
purtenances thereto, but excluding mov-
"able machinery and equipment.

“Replacement propérty” means non-
expendable personal property purchased
to take the place of other nonexpendable
personal property. To qualify as replace-
ment property, it must serve the same
function as the property replaced and
must be of the same nature or character,
although not necessarily of the same
grade or quality.

~
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§ 74133 Real properl'y. '

Except as otherwise provided by Fed-
eral law, real property to which this sub-
part applies shall be subject to-the fol-
lowing requirements, in addition to any
other requirements imposed by the terms
and conditions of the grant:

(a) Title. Title to real property ac-
quired by the grantee or by the recipient
of a cost-type procurement contract
awarded by the grantee shall vest in the
grantee upon acquisition. Title to real
property acquired by a subgrantee or by
the recipient of a cost-type procurement
contract awarded by a subgrantee shall
vest in the subgrantee upon acquisition.
The grantee, or the subgrantee through
the grantee, may request approval from

the granting agency to travsfer title to

an eligible third party for continued use
for authorized purposes in accordance

with paragraph (b) of this section. If.

such approval is permissible under Fed-
eral law and is given, the ferms of the
transfer shall provide that the transferee
shall assume all the rights and obliga~-
tions of the transferor set forth in thzs
section.

(b) Use. The property shall be used for
the originally authorized purpoese as long
as the property is needed for that pur-
pose. When the property is no longer so
needed, the grantee, or the subgrantee
through the grantee, may request ap-
proval of the granting agency to use the
property for other purposes. Use for other
purposes shall bé limited to:

(1) Proiects.or activities supvorted by
other Federal grants or assistance
agreements,

(2) Projects or activities not supported
by other Federal grants or assistance
agreements but having, nevertheless,

purposes consistent with those of the .
legislation under which the original grant.

was made.

(¢) Disposition. When the real prop-
erty is no longer to be used as provided
in paragraph (b) of this section, the
grantee, or the subgrantee through the
subgrantee, shall follow the disposition
instructions of the granting agency or
its successor agency. Those instructions
will provide for one of the following
alternatives:

(1) The property shall be sold under
guidelines provided by the granting
agency, and the Federal Government
shall be paid an amount computed by
multiplying the Federal share of the
property times the proceeds from sale
(after deducting actual and.reasonable
selling and fix-up expenses, if any, from
the sales proceeds). Proper sales proce-
dures shall be used that provide for com-
petition to the extent practicable and re-
sult in the highest possible return. -

(2) The grantee or subgrantee shall be
permitted the option either to sell the

property in accordance with paragraph’

(c) (1) of this section or to retain title.
If title is retained, the Federal Govern-
ment shall be paid an amount computed™
by multiplying the fair market value of
the property by the Federal share of the
property.

PROPOSED RULES

(3) The grantee or subgrantee shall
transfer title to the property to the Fed-
eral Government-in accordance with in-
structions provided by the granting
agency and the grantee shall be entitled
to be paid an amount computed by multi-
plying the current fair market value of
the property by the non-Federal share
of the property. .

§ 74134 Nonexpendable personal prop-
erty—title.

Title to nonexpendable personal prop-
erty acquired by a-grantee shall vest in

the grantee upon acquisition. Title to-
such property acquired by a subgrantee.

or & -cost-type procurement contractor
under a grant or subgrant shalil vest, up-
on acquistion, in the grantee, subgrantee,
contractor, or an intermediate awarding
party, as the non-Federal parties in-
volved may determine.

§ 74.135 Nonexpendable personal prop-
grxy—Federal right to require trans-
er,

For items of nonexpendable personal
property having a unit acquisition' cost
of $1,000 or more, the granting agency
shall have the right to require transfer
of the property, including-title to the
property, to the Federal Government or
to a non-Federal party named by the
granting agency when such party is eli-
gible under law to be furnished the prop-
erty. This right will normally be exer-
cised by HEW granting agencies only
when the project or activity for which
the property was acquired is transferred
from one grantee to another. The right
is subject to the following conditions:

(a) In order to exercise the right, the
granting agency must isstie disposition
instructions to the grantee, or to the
subgrantee or contractor through the
grantee, before other permissible disposi-
tionl of the property takes place and not
later than the 120th day after the end
of Federal grant support for the project
or-activities for which it was acquired. If
the granting agency fails to issue dispo-

sition instructions within that time, the

. right shall lapse.

(b) If the right is exercised, the
grantee shall be entitled to be paid any
reasonable shipping or storage costs in-
curred, plus an amount computed by
multiplying the currenf fair market value
of the property by the non-Federal share
of the property

§ 74.136 Nonexpendable personal prop-
erly—use.

(a) Nonexpendable personal property
which has not been transferred pursuant
to § 74.135 shall be used in the project or
activity for which-it was acquired as long
as needed, whether or not the proiect or
program continues to be supported by
Federal funds. When no longer needed
for the original project or activity, the
property shall be used in other projects
or activities having a need for the prop-
erty and currenfly or previously spon-
sored by the Federal Government, in the
following order of priority:

(1) Projects or activities currently or
previously sponsored by the granting

N

agency which awarded the grant under
which the property was acquired,

(2) Projects or activities currently or
previously sponsored by other Federal
agencies.

(b) During the.time that nonexpend-
able personal property is held for use in
the project or activity for which it was
acquired, the grantee, subgrantee, or con-
tractor shall make it availahle for use in
other projects or activities which it con-
duets if such other use will not interfere
with the work on the project or activity
for which the property was originally ac-
quired. First preference for such other
use shall be given to other projects or ac~
tivities currently or previously sponsored
by the same granting agency which
awarded the grant under which the prop=«
erty was acquired; second preference
shall be given to projects or activities
currently or previously sponsored by
other Federal agencies; and third prefer-
ence shall be given to projects or activi-
ties not currently or previously approved
by the Federal Government.

§ 74.137 Nonexpendable personal prop-
erty—replacement.

(a) Nonexpendable personal property
which is being used in accordance with
§ 74.136 or which is exempt from that
section but still subject to the right in
§ 74.135 may be traded in for replacement,
property, as defined in § 74,132, Alterna-
tively, the property may be sold sepa~-
rately and_the proceeds applied to the
purchaseprice of such replacement prop-
erty: Provided, however, 'That the time
interval between sale of the property and
purchase or firm order for the repliace~
ment property will not exceed 30 days or
any longer interval authorized by the
granting agency.

(b) If the property is traded in, the
amount received for trade-in will be con~
sidered to be the difference between the
amount that would have heen pald for
the replacement property without a
trade~in and the amount actually paid
with the trade-in. This amount plus the
additional outlay will constitute the full
acquisition cost of the replacement prop-
erty for the purposes of paragraph (d) of
this section gnd § 74.147.

(¢) Except as provided in § 714.140, if
the property replaced is sold separately °
and the proceeds from sale exceed the
acquisition cost of the replacement prop-
erty, the granting agency shall be paid
an amount calculated by multiplying the
excess proceeds by the Federal share of
the property replaced.

(d) Replacement property acquired
pursuant to this section shall be subject
to the same use, disposition, and other
provisions of this subpart that would
apply to the property replaced. Where
applicability of a provision depends upon
the acquisition cost of property, the ac-
quisition cost of the original property
shall be used to determine whether the
provision applies unless the additional
outlay for the replacement property, if
any, is also supported by an HEW grant.
In the latter case, the full acquisition
cost of the replacement property (the
amount for the replaced property plus
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the additional outlay) shall be used to
determine whether the provision applies.

§ 74.138 Nonexpendable personal prop-
erly-—-disposi}ion. ,

When nonexpendable personal prop-
erty can no longer be used as provided
in §74.136, disposition of the property
shall be made as follows:

" (a) Property with a unit acquisition
cost of less than $1,000. The property

may be sold or used for other activities -

without compensation to the Federal
Government. In the case of property ac-
quired under a subgrant or cost-type
contract, the non-Federal parties in-
volved shall determine amongst them-
sélves who shall have the right to sell
or use the property.

(b) Property with ¢ unit acquisition
cost of $1,000 or more. The property may
be retained for other uses, provided the
granting agency or its successor is paid
an amount calculated by multiplying the
current fair market value of the prop-
erty by the Federal share of the prop-
erty. In the case of property acquired
under a subgrant or cost-type contract,
the non-Federal parties involved shall
determine amongst themselves who shall
have the first option to retain the prop-
erty. If the property has further use
value but is not needed by any of the
parties involved, the grantee shall re-
quest disposition instructions from the
granting agency. Normally, the granting
agency will issue instructions to the
grantee within 120 days after‘receipt of
the request. The following-procedures
shall.govern: )

(1) If the grantee is so instructed or
if disposition instructions are not issued
within the 120 day period, the property
shall be sold and the granting agency
shall be paid an amount calculated by
multiplying the sales proceeds by the
Federal share of the property. However,
$100 or 10 percent of the total sales pro-
ceeds, whichever is greater, may be de-
ducted and retained from that amount
for selling and handling expenses.

, (2) If the grantee is instructed to have

the property shipped elsewhere, the
grantee shall be entitled to be paid any
reasonable shipping or interim costs in-
curred, plus an amount computed by
multiplying the current fair market
value of the property by the non-Federal
share of the property. X

(3) If the grantee is instructed to dis-
pose of the property otherwise} the
grantee s be entitled to be reim-
bursed by the granting agency for any
costs incurred in such disposition, .

(c) Date of disposition. (1) Disposition
of property subject to Paragraph (a) of
this section shall be considered to occur
on the date the propert¥ can no longer
be used in projects or activities currently
or previously sponsored by the Federal
Government.

(2) Disposition of property subiject to
paragraph (b) of this section shall be
considered to occur on the earliest of the
- following: (i) The date the Federal Gov-
ernment is compensated for its share of
the fair market value or (ii) the date the
property is determined to have no fur-
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ther use value or (iii) the date the prop-
erty leaves the physical possession of the
grantee and the subgrantees or contrac-
tors, if any, who acquired or used the
property. However, replacement of prop-
erty pursuant to § 74.137 will not be con-
sidered a disposition of the property that
was replaced.

§ 74.139 Noncxpendable personalprop-
erty—pracedural requirements.

Pracedures for managing nonexpend-
able personal property sublect to this
subpart shall, as. a2 minimum, meet the
requirements listed in this section. These
requirements shall be observed until the
date of disposition of the property, de-
termined in accordance with § 74.138(¢),
or until the property is replaced pursu-
ant to §74.137. In addition, the prop-
erty records required by paragraph (a)

‘of this section shall be subject to the re-

tention and access requirements cf Sub-

‘part D of this part. In the case of prop-

erty in the hands of subgrantees or cost-
type contractors, the grantee is responsi-
ble for ensuring that these requirements
are met, regardless of whether the pro-
cedures themselves are performed by the
contractor, subgrantee or granteeorby a
combination of the parties involved.

(a) Property records shall be main-
tained accurately and shall include:

(1) A description of the property, in-
cluding manufacturer’s model number,
if any.

+ (2) An identification number, such as
the manufacturer’s serial number.

(3) Identification of the grant under
which the property was acquired.

(4) Whether title vests in the grantee,
subgrantee, or contractor.

(5) Acquisition date and unit acquisi-
tion costs. If replacement property, a
cross reference to the property records
of the property replaced.

(6) The Federal share of the property
as determined in accordance with
§§ 74.142 through 74.148.

(7) Location, use and condition of the
property and the date this information
was reported.

(8) Ultimate disposition data, includ-
ing date of disposition and selling price
or the method used fo determine current
fair market value if the granting agency
was compensated for the Federal share
of that value. If the property was re-
placed pursuant to § 74.137, in lieu of the
preceding disposition data, data on the
trade-in or sale and a cross reference fo
the property records of the replacement
property.

(b) A physical inventory of property
shall be taken and the results reconciled
with the property records at least once
every two years to verify the existence,
current” utilization, and continued need
for the property. Any differences be-
tween quantities determined by the phy-

- sical inspection and those shown in the

accounting records shall be investigated
to determine the causes of the differ-
ences.

(c) A control system shall be in effect
to insure adequate safeguards to prevent
loss, damage, or theft of the property.
Any loss, damage, or theft of nonex-

C -
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pendable personal property shall be in-
vestigated and fully documented.

(d) Adequate maintenance procedures
shall be implemented to keep the prop-
erty in good condition.

(@) Where sale of the property is au-
thorized or required, proper selling pro-
cedures shall be established which will
provide for competition to the extent
practicable and result in the highest pos-
sible return, _

§ 74.140 Exemptions for nonexpend-
able personal property acguired
under grants subject to certain stat-
utes.

Some Federal statutes (e.g., Pub. L.
83-934, 42 U.S.C. 1832) provide that, in
grants for the conduct of certain speci-
fled activities at certain specified kinds
of institutions or organizations, granting
agencies shall have authority to vest title
to equipment purchased with the grant
funds in such an instifution or organi-
zation without further obligation to the
Federal Government or on such terms
and conditions as deemed appropriate.
Nonexpendable personal property pur-
chased by such an institution or-orga-
nization under a grant subject to such a
statute shall be exempt from §%§ 74.136,
74.137(c), 74.138, and 74.139. For the
purposes of §74.135(a), disposition of
such property shall be considered to take
place when the property is no longer
needed for the project or activities for
which it was acquired.

§ 74.141 Expendable personal property.

() Title to expendable personal prop-
erty acquired by a grantee shall vest in
the grantee upon acquisition. Title fo
such property acquired by the recipient
of a subgrant or of a cost-type procure-
ment contract awarded under a2 grant
or subgrant shall vest in the grantee, the
reciplent, or an intermediate awarding
party, as the non-Federal parties in-
volved may determine. .

(b) If there is a residual inventory of
such property exceeding $1,000 in fotal
aggregate fair market value upon termi-
nation or completion of the grant, sub-
grant, or cost-type confract for which it
was acquired and the property is not
needed for any other project or activity,
currently or previously sponsored by the
Federal Government the property shall
elther be retained for use in other activi-
ties or be sold. In either case, the grant-
Ing agency shall be paid an amount com-
puted by multiplying the currenft fair
market value or the proceeds from sale
by the Federal share of the property. If
the property is sold, ten percent of the
proceeds may be deducted and retained
from the amount otherwise due the
granting agency, for selling and hand-
ling expenses.

§ 74.142 TFederal share of property—
general,

(a) Beveral sections of this subpart re-
quire a determination of the ¥ederal (or
non-Federal) share of real or tangible
personal property. Sectlons 74143
through 74.148 set forth rules by which
5%1(:11 & determination shall be made.

«
&
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These rules are intended to producé ing.or .matching requirement of the
equitable results that are independent of HEW grant.® ]
whether the accounting systent of the (¢) Multiply the ratios obtained in
grantee ‘or any other party involved paragraphs (a) and (b) of this section.
charges the acquisition cost of an item For example, if the granting agency
of property to HEW funds, to required bears 50 -percent of the grantee’s costs
cost-sharing or matching, or partly to under the grant (paragraph (a)) and the
each. To this end, the rules provide that grantee bears 50 percent of the sub-
the Federal share of property shall be grantee’s costs under the HEW grant
the same as the granting agency’s share (paragraph (b)), the Federal share of
of the acquiring party’s total costs under the subgrantee’s costs and of property
the grant. . acquired by that subgrantee shall be 25
() In all caleulations pursuant t0 percent.
these rules, the value of third-party in- (d) If the property was acquired un-
kind contributions (as defined in Sub- der a lower tier subgrant (ie, a sub-
part G of this part) is excluded, since grant under a subgrant), continue the
those contributions do not make the  preceding procedure as far as necessary
donor & party to the acquisition of the 'by multiplying the share last obtained
property and are not part of the Federal> times the subgrantee’s share of the costs
and non-Federal funds used for tthe ac- of the lower tier subgrantee.
busl oulys of e SEQUINE DALY, | §74.145 Federal share of property ac
project costs which are neither borne gg;;f,acwi uid‘;‘:,"':'yp;tlz)':::;cm‘iﬁt
by an HEW grant nor required to meet al grant.
a cost-sharing or matching requirement The Federal share of real or tangible
of an HEW grant. The purpose of this - personal property acquired by the re-
exclusion is to make it unnecessary for - cipient-of a cost-type procurement con-
the grantee or others to report or ac- tract awarded by the gra.ntee or a sub-
count for such costs merely in order to grantee shall be determined as if the
calenlate the Federal and non-Federal contractor were a subgrantee.
shares in property. It is, of course, recog~  § 74,146 Federal share of property ac-
- nized that a portion of the acquisition § quired only in part underpa gl:‘ant).'
cost of property acquired for a project o X
may constitute voluntary cost-sharing = If only 2 portion of the acquisition
or overmatching, or may otherwise cost of an item .of real or tangible per-
neither be borne by a grant nor counted -S0nal property is borne by a grant or
towards & cost-sharing or matching re- counted toward meeting a cost-sharing
quirement of a grant. Accordingly, pro- 9 matching requirement of a grant, the
vision is made for appropriate reductions Federal share in that item of property
to the Federal share of the property in Shall be calculated as follows:
such cases. (See §74.146). (a) Divide the total acquisition cost
- . of the property into the amount of that
§74.143 Federal share of property ac- cost borne by the grant or counted to-
. quired by a grantee. . ward meeting a cost-sharing or match-
Except as explained in § 74.146 through  ing rquirement of the grant. For ex-
74,148, the Federal share of real or tan- ample, if the property cost $10,000 and
gible personal property acquired by a $5,000 of that cost was neither borne by
grantee shall be the same as the granting - the grant nor required to meet a cost
agency’s share of the grantee’s costs un- sharing or matching requirement then
der the grant and shall be calculated as count only one-half. -
follows: . (b) Multiply the ratio obtained in
(2) Determineé the total costsincurred paragraph (a) of this section by the
by’ the grantee which were either borne . Federal share of the costs of the grantee,
by the grant or counted toward meeting subgrantee, or cost-type contractor de-
a cost-sharing or matching requirement termined in accordance with §§ 74.143-
of the gtrant. Incluge %osts ingur:ec%h by 74.145. -
subgrantees only to the exten ey - _ -«
were paid for by the grantee. 8 74.:113;7!]"1:;:1&111 share of replacement
(h) Divide the figure détermined in .
accordance with paragraph (a) of this  The Federal share of replacement
section into the amount of those costs Property shall be calculated as follows:
borne by the HEW grant. . (a) Determine the Federal share in
. the property replaced.
§74.144 Federal share in property ac- (b) Divide the full acquisition cost of
quired by a subgrantee. - the replacement property into the
Except as explained in § 74.146 through amount received for trade-in of the
74,148, the Federal share of real or tan- property .replaced or the proceeds from
gible personal property acquired by a sale of that property (less any reasonable
subgrantee shall be the same as the and necessary selling expenses).

granting agency’s ~share of the sub-  (c) . Multiply the ratios obtained in
grantee’s.costs under the grant and shall paragraphs (a) and (b) of- this section.
be calculated as follows: - (d) If the additional outlay for the

(a) Determine the granting agency’s replacement property is also supported
share of the grantee’s costs in accord- by an HEW grant, determine the Federal
ance with § 74.143. share in the property resulting from that

(b) Determine the grantee’s share of support ~(calculated as explained in
the subgrantee’s costs. Exclude all sub- § 74.146) and add that share ratio to the
grantee costs that are mnot ultimately share ratio calculated in paragraph (c)
borne by or counted towards a cost-shar- of this section.

I3

§74.148 TFederal share of property
under annual grants.

. Where grant support is continued or
renewed on an annual or essentially an-
nual basis, the Federal share of real
property or tangible personal property
shall be based on grantee costs pertain-
ing to (a) the grunt funding period or
periods in which the grantee incurs the
obligation or obligations resulting in the

,acquisition of the property or (b) in the
case of property acquired under a sub-
grant, the grant funding period in which
the grantee awards the subgrant which,
directly or through another subgrant,
gives rise to the acquisition of the prop-
erty.

§ 74.149 Division of non-Federal share
of market value or proceeds.

In the case of real property or tan-
gible personal property acquired under
a subgrant or cost-type contract under

- 8 grant, the division of the non-Federal
share of the market value or procecds
from sale of the property among theo
grantee, the recipient of the subgrant
or contract, and any intermediate recip-
ients, upon disposition of the property
pursuant to this subpart, shall be & mat-
ter for the non-Federal parties involved
to determine.

§ 74.150 Inventions and palénla.

‘HEW'’s regulations on inventions and
patents arising out of activities assisted
by a grant are set forth in Parts 6 and 8
of this titie,

§ 74.151 Copyrights.

(2) When copyrightable material is
developed in the course of or under #
grant or subgrant to a government, the
government which developed the work is

\ﬁgree to copyright it or to permit others to
0 50.

(b) Unless otherwise provided by the
terms and conditions of the HEW grant,
when copyrightable material is developed
in the course of or under & grant or sub-
grant to a nongovernmental organiza-
tion, the grantee or subgrantee which de=
veloped the work is free to copyright it or
to permit others to do so.

(¢) If the work is developed under a
subgrant, the subgrantee’s rights pursu-
ant to paragraphs (a) and (b) of this
section shall be subject to any prohibi~

.tions or restrictions of the grantee which
may have been part of the terms of the
subgrant.

(d) If any material developed in the
course of or under a grant or subgrant is
copyrighted, HEW shall have g royalty-
free, nonexclusive and irrevocable license
to_reproduce, publish, or otherwise use,
and to authorize others to use, the work
for Government purposes.

§ 74.152 Right of granmcé to imposo
additional réguirements.

With respect to any property subject
to this subpart which is acquired or de-
veloped under a subgrant or a contract
under a grant or subgrant, the grantee is
not prohibited by this subpart from im-
.posing additional requirements not in-
consistent with the requirements in this
subpart or in other terms and conditions
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of the grant. For example, the grantee
may prohibit subgrantees from using real
property acquired under a subgrant for
any project or activity, other than the
one originally authorized unless the
grantee, as well as the granting agency,
gives its approval (see § 74.133(b)).

Subpart P—Procurement Standards
§ 74.160 Scope of subpart; terminology.

. _(a) This subpart provides standards
for use by grantees and subgrantees in
establishing procedures for the procure-
ment of supplies, equipment, construc-
tion, and other services whose cost is

_ . either borne as a direct cost by a grant or

counted as a direct cost towards satisfy~
ing a cost-sharing or matching require-
ment of a_ grant. Except where stated
otherwise- (see §74.166), this subpart
does not apply to the awarding of sub-
grants.

(b) The standards in this subpart are
intended to insure that materials and
services procured under HEW grants and
subgrants are obtained in an effective
manner and in compliance with the pro-
visions o1 applicable Federal law and Ex-
ecufive Orders.

(¢) The term “procuring party,” as
used in this subpart, means the grantee
or the subgrantee, whichever is making s
progurement that is subject to this sub-
part.

§74.161 General.

(a) Procuring parties may use their
own procurement policies, provided that
procurements and procedures subject to
this subpart are made in accordance with
the standards set forth in this subpart.

(b) The standards confained in this
subpart do not relieve the procuring
party of the contractual responsibilities
arising under its contracts. The procur-
ing party is the responsible authority,
without recourse to HEW, 1 the
settlement and satisfaction of all con-
tractual and administrative issues aris-
ing out of procurements that are subject
to this subpart. This includes but is not
Iimited to: Disputes, claims, protests of
award, source evaluation, or other mat-

. ters of a contractual nature. Matters
concerning violation of law are to be re-
ferred to such local, State, or Federal
zuthority as may have proper jurisdic-

- tion. - -

§74.162 Code of conduct.

(a) The procuring party shall main-
tain a code or standards of conduct that
shall govern the performance of its offi-
cers, employees or agents engaged in the
awarding and administration of con-
tracts that are subject to this subpart.
The code or standards shall provide for
disciplinary actions to be applied for vio-
lations of the code or standards by the
proguring party’s officers, employees, or

. agents. For governmental procuring par-

ties, such disciplinary actions are re-
quired only to the extent otherwise per-"
missible under the government’s laws,
rules, or regulations, but, to the extent
so permissible, shall also include disci-
plinary actions to be applied for viola-
tions by contractors or their agents.

PROPOSED RULES

The procuring party’s oflicers, employ-
ees or agents shall neither solicit nor ac-
cept gratuities, favors, or anything of
monetary value from contractors or po-
tential contractors.

(¢) No employee, officer, or agent of &
nongovernmental procuring party shall
participate in the selection, award, or
administration of a contract subject to
this subpart where, to his or her knowl-
edge, any of the following has a finan-
cial interest in that contract:

(1) The employee, officer, or agent;

(il) Any member of his or her imme-
diate family;

(ii1) His or her partner;

(iv) An organization in which any of
the above is an officer, director, or em-
ployee;

(v) A person or organization with
whom any of the above individuals is
negotiating or has any arrangement con-
cerning prospective employment.

§ 74.163" Free compelition.

(a) All procurement transactions shall
be conducted in & manner to provide, to
the maximum extent practical, open and
free competition.

(b) The procuring party should be
alert to organizational conflicts of inter-
est or noncompetitive practices among
contractors that may restrict or elimi-
nate competition or otherwise restrain
trade. In particular, a contractor that
develops or drafts specifications, re-
quirements, a statement of work, an in-
vitation for bids or a request for pro-
posals for a particular procurement by &
nongovernmental procuring party should
be excluded from competing for that
procurement.

(¢) Sollcitations shall clearly set forth
all requirements that the bidder/offerer
must fulfifll in order for his bid/offer to
be evaluated. Awards shall be made to
the responsible bidder/offeror whose
bid/offer is responsive to the solicitation
and is most advantageous to the procur-
ing party, price and other factors con-
sldered. Factors such as discounts, trans-
portation costs, and taxes may be con-
sidered in determining the lowest bid.

.Any and all bids/offers may be rejected

when it is in the procuring party’s inter-
est to do so, and, in the case of govern-
mental procuring partles, such rejections
are in accordance with the government’s
applicable law, rules, or regulations.

§ 74.164 Procedural requirements.

The procuring party shall establish
procurement procedures which provide
for as a minimum, the following:

(a) Proposed procurement actions
shall follow a procedure to assure that
unnecessary or duplicative items are not
purchased. Where appropriate, an angly-
sis shall be made of lease and purchase
alternatives to determine which would
be the most economical, practical pro-
curement.

(b) Solicitations for goods and serv-
ices shall be based upon a clear and ac-
curate description of the technical re-
quirements for the material, product, or
service to be procured. Such description
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shall not, in competitive procurements,
contain features which unduly restrict
competition. “Brand name or equal”
description may be used as a means fo
define the performance or other salient
requirements of & procurement, and
when so used, the specific features of
the named brand which must be met by
bigiders/offemrs should be clearly speci-
fi

(¢) Where applicable, section 7(b) of
the Indian Self-Determination and Edu-~
cation Assistance Act (25 U.S.C. 450e
(b)) shall be observed. .

(d) Positive efforts shzll be made
by procuring parties to utilize small
business and minority-owned business
sources of supplies and services. Such
efforts should allow these sources the
maximum feasible opportunity to com-
pete for contracts subject to this sub-

part. .

(e) The type of procuring instruments
used, e.g., fixed-price contracts, cost re-
imbursable confracts, purchase orders,
incentive contracts, shall be determined
by the procuring party but must be ap-
propriate for the particular procure-
ment and for promoting the best interest
of the grant project or program in-
volved. The “cost-plus-a-percenatge-of-
cosété: method of confracting shall not be
us

(f) Contracts shall be made only with
responsible contractors who possess the
potential ability to perform successfully
under the terms and conditions of a
proposed procuremenf. Consideration
shall be given to such matters as con-
tractor integrity, record of past perform-
ance, financlal and fechnical resources
or accessibility to other necessary re-
sources.

(g) The following shall be subject to
prior approval at the discretion of the
granting agency if the aggregafe ex-
penditure is expected to exceed $5,000:
(1) Any proposed sole source confract;
(2) any proposed contract to be awarded
by a nongovernmental procuring party
where only one bid or proposal has been
recelved.

() Nongovernmental procuring par-
tles should make some form of price or
cost analysis in connection with every
negotiated procurement action. Price
analysis may be accomplished in vari-
ous ways, Including the comparison of
price quotations submitied, market
prices and similar indieia, together with
discounts. Cost analysis is the review and  _
evaluation of each element of cost pro-
posed by the offeror to determine reason-~
ableness, allocability and allowability.

(1) Procurement and files for pur~
chases in excess of $10,000 shall include_
the following:

(1) Basls for contractor selection;

(2) Justification for lack of competi-
tion when competitive bids or offers are
not obtained;

(3) Basis for award cost or price.

(J) A system for confract administra-
tion chall be maintained to ensure con-
tractor conformance with terms, condi-

tions and specifications of the contract,
and to ensure adequate and timely fol-
lowup of all purchases.
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§74.165 Requirement for governments to define 3 sound ‘and complete agree-

to use formalfadverlising.

(a) Except as provided in paragraph
(b) of this section, in making procure-
ments that.are subject to this section,
governmental procuring parties shall use
the formal advertising method of pro-
curement, involving adequate purchase
descriptions, sealed bids, and public
openings of bids. -

(b) Procurements may be negotiated if
it is not practicable or feasible to use
formal advertising. Generally, such pro-
curements may be negotiated if one or
more of the following conditions prevail:

(1) The publie exigency will not permit
the delay incident to advertising.

(2) The material or service to be pro-
cured is available from only one person
or firm. ’ .

(3) The aggregate amount ihvolved
does not exceed $10,000.

(4) 'The contract is for personal or pro-
fessional services, or for any service to be
rendered by a university, college, or other
educational institution.

(56) The material or services are to be
procured and used outside the limits of
the-United States and its possessions.

(6) No acceptable bids have been re-
ceived after formal advertising.

(7) 'The purchases are for highly per-
ishable materials or medical supplies, for

T

material or services where the prices are.

established by law, for technical items or
equipment requiring standardization and
interchangeability of parts with existing
equipment, for experimental, develop-
mental or research work, for supplies
purchased for authorized resale, or for
technical or specialized supplies requir-
ing substantial initial Investment for
manufacture. — :

(8) Formal advertising is otherwise not
practicable or feasible, and negotiation is
authorized by applicable State, local, or
tribal latw, rules, or regulations.

(¢) Notwithstanding the existence of
circumstances justifying negotiation,
competition shall be obtained to the
maximum extent practicable. -

(d) For every negotiated procurement

in excess of $10,000 by a governmental -

procuring party, written justification for
the use of negotiation in lieu of formal
advertising shall be included in the gov-
ernment’s procurement records and files,
in addition to the information required
by § 74.164(1). The justification may be
on 3 class basis, i.e, covering a group of
related or similar contracts, or it may be
on an individual contract basis.

§ 74.166 Contract and subgrant provi-

sions.

(a) Scope. (1) 'This section sets forth
requirements relating to provisions that
must be included in contracts for pro-
curements that‘are subject to this part.

ment. :

(¢) Administrative remedies for viola-
tions. Contracts in excess of $10,000 shall
contain contractual provisions or condi-
tions that will allow for administrative,

“contractual or legal.remedies in in-

stances in which contractors violate or
breach contract terms, and provide for
such remedial actions as appropriate.

(d) Permination provisions. Contracts
in excess of $10,000 shall contain suitable
provisions for termination by the award-
ing party, including the maner by which
termination will be effected and the basis
for settlement. In addition, such con-
tracts shall describe conditions under
which the contract may be terminated
for default as well as conditions where
the contract may be terminated because
of circumstances beyond the control of

“ the contractor.

(e) E.O. 11246. Where applicable, con~
struction contracts in excess of $10,000
shall contain a provision requiring com-
pliance with Executive Order 11246, en-
titled “Equal Employment Opportunity,”
as amended by Executive Order 11375,
and as supplemented in Department of
Labor regulations (41 CFR Part 60). .

(f) Copeland Act. Contracts or sub-
grants in excess of $2,000 for construc-
tion of repair shall include a provision
for compliance with the Copeland “Anti-
Kick Back” Act (18 U.S.C. 874) as sup-
plemented in Department of Labor regu-
Iation (29 CFR Part 3). All suspected or
reported violations shall be reported to
the granting agency by the grantee or
through the grantee and any intermedi-
ate awarding parties. .

{g) Davis-Bacon Act. When required
by the Federal legislation governing the
grant program, all construction con-
tracts in excess of $2,000 shall include a
provision for compliance with the Davis-
Bacon Act (40 U.S.C. 276 a to a7 as
supplemented by Department of Labor
regulations (29 CFR Part 5). All sus-
pected or reported violations shall be
reported to the granting ageney by the
grantee or through the grantee and any
intermediate awarding parties.

(h) Coniract Work Hours end Safety
Standards Act. All contracts subject to
the Contract Work Hours and Safety
Standards Act (40 U.S.C. 327 et sed.)

- shall include a provision requiring the

‘The requirements shall also apply to sub- _

contracts of any tier under such con-
tracts, and the term “contracts” in this
section shall be construed as including
subcontracts.

(2) Certain requirements in this see-
tion also apply to subgrants and so state.

(b) General. All contracts and sub-
grants shall contain sufficient provisions

contractor to comply with the applicable
sections of the Act and the Department
of Labor’s implementing regulations (29

_CFR Parts 5 and 1926).

(1) Inveniions and palents. Contracts
or subgrants which may give rise to in-
ventions subject to Parts 6 and 8 of this
title shall include a provision requiring
compliance with those parts.

(3) Clean Air and Water Acts. Con-
tracts and subgrants in excess of $100,-
000' shall contain provisions requiring
compliance with all applicable standards,

- order, or regulations issued pursuant to

the Clean Act of 1970 (42 U.S.C. 1857
et seq.) and the Federal Water Pollution
Control Act (33 U.S.C. 1251 et seq.) as
amended. Violations shall be reported in
writing by the party awarding the con-
tract or subcontract to the appropriate

—

regional office of the Environmental
Protection Agency, and a copy of the re-
port shall be submitted to the granting
agency through the intermediate award-«

“ing parties, if any.

Subpart Q—Cost Principles

§ 74.170 Scope of subpart.

‘This subpart establishes the prinelples
to be used (except to the extent incon-
sistent with an applicable Federal statute
or regulation) in determining costs ap-
plicable to HEW grants, and to subgrants
or - cost-type contracts under HEW
grants,

§ 74.1‘_7; Grants to governniental organi-
zations. N

The principles to be used in determin-
ing the allowable costs of activities con-
ducted or administered by governmental
organizations under grants (and sub-
grants or cost-type contracts awarded to
them under grants) are set forth in Ap-
pendix C to this part.

§ 74.172 Grants to institutions of higher
education,

(a) Research and development. The
principles for determining the allowable
costs of research and development work
bperformed by institutions of higher edu-
cation (other than profit-making insti-
tutions) under grants (and subgrants or
cost-type contracts awarded to them
under grants) are set forth in Part I of
Appendix D to this part.

(b) Training and other educational
services. The principles for determining
the allowable costs of training and other
educational services provided by institu-
tions of higher education (other than
profit-making institutions) under grants
(and subgrants or cost-type contracts
awarded to them under grants) are set
foz;tth In Part ¥ of Appendix D to this
part.

(¢) Other activities. Appendix D to this
part shall be used as a guide for dotor-
mining the allowable costs of other ac~
tivitles conducted by institutions of
higher education (other than profit«
making institutions) under grants (and
subgrants or cost-type contracts awarded
to them under grants).

§ 74.173 Grants to hospitals.

(a) Research and development. The
principles for determining the allowable
costs of research and development work
performed by hospitals under grants
(and “subgrants or cost-type contracts
awarded to them under grants) are set
forth in Appendix E to this part,

(b) Other activities. Appendix E to this
part shall be used as a guide for dotor=
mining the allowable costs of cther ac~
tivities conducted by hospitals under
grants (and subgrants or cost-type con-
tracts awarded to them under grants).

§ 74.174 Grants to other nonprofit ov-
ganizations.

(a) Nonconstruction. The principles
for determining the allowable costs of
activities conducted by nonprofit organi-
zations other than institutions of higher
education, hospitals, and governmental
orgenizations under nonconstruction
grants (and nonconstruction subgrants
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or cost-type contracts awarded to them
under grants)_sare set forth in Appendix
¥ to this part.

(b) Construction. Appendix ¥ to this .

part shall be used as a guide for deter-
‘mining the allowable costs of work under
consfruction grants to nonprofit organi-
zations (other than institutions of higher
education, hospitals and governmental
organizations) and any construction
subgrants or cost-type contracts award-
ed to such nonprofit organizations under
grants.

§ 74.175 Subgrants and cost-type con-
tracts.

(a) It should be noted that the cost
principles applicable to a subgrantee or
cost~type contractor under an HEW
grant will not necessarily be the same as
those applicable to the grantee. For ex-
ample, where g State government awards
a subgrant or cost-type contract to an
institution of higher education, Appendix
D to this part would apply to the costs
incurred by the institution of higher edu-
cation, even though Appendix C would
apply to the costs incurred by the State.

(b) The principles to be used in deter-
mining the allowable costs of work per-
formed by commercial organizations
other than hospitals' under cost-type
contracts awarded to them under HEW

_grants are set forth in 41 CFR Subpart
1-15.2.

§ 74.176 Costs allowable with approval.

Each set of cost principles identifies
certain costs that are allowable to the
extent that they are approved by the
granting agency. The following proce-
dures govern approval of these costs.

(a) When costs are treated as indirect
costs (or are allocated pursuant to a
government-wide cost allocation plan),
acceptance of the costs as part of the in-
direct cost rate or cost allocation plan
shall constitute approval. '

(b) When the costs are treated as di-
rect costs, they must be approved in ad-
vance by the granting agency. If the
“costs are specified In the grant budget,
approval of the budget shall constitute
approval of the costs. If they are not
specified in the budget, the grantee shall
obtain speéific prior approval in writing
. from the granting agency.

(c) A granting agency may condi-
tionally waive the requirement for its
approval of the costs. The condition will
be that the grantee establish adequate
safeguards-to ensure that a meaningful
review of the propriety of the costs is
conducted by an appropriate grantee
official prior to the incurrence of the
costs. Such a waiver shall apply only to
the requirement for granting agency ap-
proval, If, upon audit or otherwise, it is
determined that the costs do not meet
other requirements or tests for allow-
ability specified by -the applicable cost
principles, such as reasonsableness and
necessity, the costs may be disallowed.

Subpart R—[Reserved]
Subpart S—Construction Grants—
[Reserved]

* t 3 - * &

[FR Doc. T1-2165 Filed 1-21-T7;8:45am] ~
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FEDERAL COMMUNICATIONS
COMMISSION

» [47 CFRPart 73]
{Docket No. 21048; RM-2370])

FM BROADCAST STATION IN
. ADEL, GEORGIA

Proposed Change in Table of
. Assignments

Adopted: January 13, 1977.
Released: January 18, 1977.

1. Petitioner, Proposal and Comments.
(a) Notice of Proposed Rule Afaking is
given concerning the amendment of the
FM Table of Asslgnments (§ 73.202(b) of
the Commission’s Rules and Regula-
tions) as concerns Adel, Georgin.

() A “Petition for Rule Making” and
amendment were filed by Timberland
Communications, Inc. (“petitioner"),
through counsel, proposing the assign-
ment of either Channel 221A or Channel
237A to Adel, Georgia. Timberland haed
initially requested Channel 249A. As o
result of Commissfon action in Docket
No. 19551 assigning Channel 249A to
Ocilla, Georgin, Timberland amended its
proposal. The Broadcast Good Musicl
Committee, one of the parties in Docket
19551, supra, appealed the Commission's
decisfon to Federal Court.* Good Musicl
then filed a Request for Stay with the
Commission regarding matters in this
Notice, stating that is felt the Channel
237A proposal for Adel could prove to
be mutually exclusive with its appeal
and could create a multiplicity of litiga-
tion. Resolution of the petition to stay
became unnecessary when Good Music!
reversed its position and agreed not to
object to issuance of this Notice? As will
be indicated in the comments below,
these associated controversies need not
be considered in this Notice, since Chan-
nel 221A can be assigned to Adel thereby
avolding the peripheral issues which
would arise it Channel 237A were con-
sidered at this time as a possible alter-
native?

3. Community Data. (a) Location. Adel
1s Jocated in the south-central reglon of
Georgia approximately 209 kilometers
(130 miles) south of Macon, 344 kilo-
meters (214 miles) south of Atlanta and
233 kilometers (145 miles) northwest of
Jacksonville, Fiorida.

(b) Population. Adel, 4,972; Cook
County, 12,129 (1970 U.S. Census figures).

(c) Local Broadeast Service. Daytime-
only AM Station WBIT (Class III, D)
licensed to petitioner is the only AM

« 1The U.S, Court of Appeals, D.C. Circuit,
Case No. 75-1026, affirmed the Commission's
actlon on October 29, 1876,

3Letter dated June 3, 197G, to the Com-
mission from attorneys for Good Afusicl

3 Additionally, an alleged “counterpropo-
sal” was flled by a AMr. John W. Davidson
proposing Channel 237A to McRae, G
Sincoe theo distance between XicRae and Adel
15 121 kilometers (75 miles) and is boyond
the 105 kilomsters (65 miles) Class A co-
channel separation required, both communi-
tes could have Channel 237A ascigned (ab-
sent other confilets), and Mr, Davidson's fil-
ing will bo treated as a separate request for
rule moking for McRae.
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aural service licensed to the community.
Adel is also within the 1 mV/m confour
of Moultrie FM Station WMTM and Val-
dosta FM Stations WGOV and WAPT.

(d) Economic Data. The city of Adel,
seat of Cook County, was incorporated in
1919 and currently has 18 manufactur-
ing industries within its area employing
over 1,600 persons. The city has two in-
dustrial areas which it hopes will attract
new industry, and a five-million dollar
expansion by the Weyerhauser Company
is pointed to by petitioner as evidence of
the clty’s growth potential. Petitioner in-
dicates that between 1960 and 1970,
Adel’s population Increased 15.1 percent
and Cook County’s population mecreased
2.6 percent. Petitioner’s data would ap-
pear to indlcate a growing communmity
with only limited aural service which
needs a first Iocal full-time FM service to
serve the needs of its citizens and to
further stimulate its planned economic
growth. For these reasons, a rule making
proceeding would be appropriate to more
thoroughly constder these needs.

4. Preclusion Studies. Preclusion is not
ordinarily considered in the context of a
first Class A assignment to a community
without an FM channel assignment.
However, because a Channel 221A assign-
ment could potentially affect otherwise
possible educational FM service, peti-
tloner should furnish data showing the
precluslonary effect, if any, of assigning
Channel 221A to Adel upon the future
assignment of educational stations on
Channels 218, 219 and 220.- -

5. Comments. Since there possibly re-
mains a question of where Channel 237A
should ultimately be assigned,* we believe
that the assignment of Channel 221A
should be proposed for Adel Although
either channel may be assigned to Adel
now without affecting any existing FM
assignment, we belleve it best to avoid
the possible delay which could be caused
by consldering all the issues of 2 Channel
237A assignment, and this Notice is di-
rected only to those issues involving a
Channel 221A assignment.

PROPOSED AMENDMENT TO TEE FM TasLE
OF ASSIGNMENTS

6. Accordingly, the Commission pro-
poses to amend the FM Table of Assign-
ments (§ 73.202(b) of the Commision’s
Rules and Regulations) with rezard to
the community listed below as follows:

Channel No.

City
Present Propesed

Ads, Ga 2214

7. Authority. The Commission’s au-
thority to institute rule making pro-
ceedings; showings required, cut-off
Procedures and filing requirements are
contained in the attachment and are
incorporated by reference herein.

8. Comments and Replies. Interested
persons and parties may file comments

¢ Hawkinsville, Ocilla and McRae, Georgla,
;lalAl}n.d expressed an interest in Channel
Y/
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on or hefore February 28, 1977, and reply
comments on or before March 21, 1977.

- FEpERAL COMMUNICATIONS
COMMISSION, .
_'Wariace E. JOHNSON,
Chief, Broadcast Bureail.

" 1. Pursuant to authority found in Sec-
tions 4(1), 5(d) (1), 303 (g) and (), and
307(b) of the Communications Act of
1934, as amended, and § 0.281(b) (6) of
the Commission’s Rules, it is proposed fo
amend the FM Table of Assignments,
§ 73.202(b) of the Commission’s Rules
and Regulations, as set forth in the No-
tice of Proposed Rule Making to which
this Appendix is aftached.

2, Showings required. Comments are
invited on the proposal(s) discussed in
the Notice of Proposed Rule Making to
which this Appendix is attached. Propo-
nent(s) will be expected to answer what-
ever questions are presented in initial
comments. The proponent of a proposed
assigniment is also expected to file com-
ments even f it only resubmits or incor-
porates by reference its former plead-
ings. It should also restate its present
intention to apply for the channel if it
is assigned, and,.if authorized, to build
the station promptly. Failure to file may
lead to denial of the request.

3. Cut-off procedures.” The following
procedures will govern the consideration
of filings in this proceeding.

(a) Counterproposals advanced in this
proceeding itself will be considered, if
advanced in initlal comments, so that
parties may comment on them in reply
comments. They- will not -be considered
if advanced in reply comments. (See
§ 1.420(d) of Commission Rules.)

.

_ PROPOSED RULES

(b) With respect to petitions for rule
making which conflict with the propos-

- al(s) in this Notice, they will be consid-

ered as comments in the proceeding, and
Public Notice to this effect will be given
-as long as they are filed before the date
for filing initial - comments herein. If
filed later than that, they will not be
considered in connection with: the deci-
sion in this docket.
4. Comments and reply comments;

.Service. Pursuant to applicable .proce-
dures seb out i §§ 1.415 and 1.420 of the
Commission’s Rules and Regulations, in-
terested parties may file comments and”~
reply comments on or before the dates
set forth in the notice of proposed rule
making to which this Appendix is at-
tached. All submissions by parties to this
proceeding or persons acting on behalf
of such parties must be made in written
comments, reply comments, or other ap~
propriate pleadings. Comments shall be
served on the petitioner by the person
filing the comments. Reply comments
shall be served on the person(s) who
filed comments to which the reply is di-
rected. Such comments apd reply com-
ments shall be accompanied by a certifi-
cate of service. (See § 1.420 (), (b) and
(¢) of the Commission Rules.)

. 5. Number-of copies. In accordance
with the provisions of §1.420 of the
Commission’s Rules and Regulations, an.
original and four copies of all comments,
reply comments, pleadings, briefs, or
other documents shall be furnished the
Commission.

6. Public inspection of filings. All fil-

ings made in this proceeding will be

available for examination by intercsted
parties during regular business hours in
the Commission’s Public Reference Room
at its headquarters, 1919 M Street, NW.,
‘Washington, D.C.

[FR Doc.17-2101 Fited 1-21-77;8:46 am)]

[47 CFR Part89]
PUBLIC LAND MOBILE RADIO SYSTEMS

Interconnection Policies; Order Extending
Time for Filing Reply Comments

Adopted: January 13, 1977.

Released: January 17, 1977.

In the matter of amendment of part
89 (Class A only) of the Commission’s
rules to prescribe policies and regulations
to govern “interconnection” of private
land mobile radio systems with the pub-
lic, switched, telephone network,* Docket
No. 20846.

1. In response to a petition filed by
Alrsignal International, Inc., and for the
reasons set forth therein: It is ordered,
Pursuant to authority contained in sec-
tion 4(i) of the Communications Act of
1934, as amended, and in § 0.331 of the
Commission’s rules, That the timo for
filing Reply Comments in the above-en=
titled proceeding is extended to Febru-
ary 1, 1977,

ARrrAN K, vaN Doonn,
Acting Chief, Safely and
 Special Radio Services Bureau.

[FR Doc.T7-2102 Filed 1-21-77;8:456 am)

2 8eo 41 FR 25840, June 22, 1676 and 41 ¥R
36863, August 25, 1976.
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notices

This section of the“FEDERAL REGISTER contalns documents other than rules or proposed rules that are applicable to the public. Notices
of hearings and Investigations, committes mestings, agency decisions and rulings, delegations of authority, filing of petitions and apeplications
_and agency statements of organization and functions are examples of documents appearing In thfs section.

ACTION

FOSTER GRANDPARENT AND SENIOR
COMPANION PROGRAMS

Income Eligibility Level

'This notice revises the schedule of in-
come eligibility levels for individuals and
families for the Foster Grandparent Pro-
gram and the Senior Companion Pro-

. gram published in the FepErRAL REGISTER

of July 30, 1976 (41 FR 31962). The re-

" vised schedule is based on poverty fig-

ures effective May 5, 1976, obtained from
the Community Services Administration
Income Poverty Guidelines dated March
31, 1976, and Department of Lahor Con-
sumer Price Index for October 1976,
dated November 19, 1976. The amounts
include state supplements to the Fed~
eral Supplemenfal Security Income
(SSI) Program, effective August 9, 1976.

These ACTION programs are author-
izéd pursuant to section 211 of the Do~
mestic Volunteer™Service Act of 1973,
Pub. 1. 93-113, 87 Stat. 402. Pursuant to
section 421(4) of Pub. L. 93-113, 87 Stat.
414, the income eligibility levels are de-
termined by the currently applicable
guideline published by the Community
Services Administration, pursuant to sec-
tion 625 of the Economic Opportunity Act
of 1974, as amended (42 USC 2971(a)),
and increased by the amounts individual
states supplement the Federal Supple-
ment Security Income (SSI) Program,
permitting ACTION, in accordance with
section 421(4) of Pub. L. 93-113, to take
into consideration existing poverty
guidelines as appropriate to local situa-
tions. Section 625 permits the OEO pov-
erty guideline to be adjusted for cost-of-
living changes. ‘
. The income eligibility levels will be
reviewed at least once a year, and simi-
lar schedules will be prepared to reflect
any changes required as a result of that
review. -

Pursuant to section 420 of Pub. L. 93-
113, this policy will become effective
on January 24, 1977.

ACTION schedule of income -eligibility
levels Jar foster grandparents or senior
companions :

State Individ- Family Family
. usls of2 o3

Alabams $2,885 53'815 34'735
Alaska . ol 5,620 7.640 "B, 785
ATiZoNg. eeeeeeneemeeee 2,885 3,810 4,735
Arkanss 2,835 3,810 4,73
Al . e e eeanae 4,185 7,050 95
Colorado. 3,285 5,610 6,535
Connecticnt. .. occueooo 3,945 4,530 5,455
Delaware. ..o _eeemeeeo 2,885 3,810 4,735
District of Columbia..... - 2,835 3,810 4,735
- TFilorids.. . - 2,835 3,810 4,735
ia. - 2,835 3,810 4,735
Hawaii... - 3515 €35 5,735
Idaho... - 3655 4,410 5,745
HinolS. e e 3,010 3,810 4,735

State Individ- Family Famlily
uals or2 of3

Indiana 2,533 3,810 4,735

2,835 4,810 4,733

2,830 3,810 4,733

2,835 3,810 4,735

2,835 3,810 4,735

3,008 3,94 L, 015

2,835 3,83 4,735

4,260 8,150 0,816

SRS 4,215 5,170

3,225 35 5,150

2,633 3,810 4,735

2,835 3,810 4,735

2,835 3,810 4,735

3,685 4,700 5,635

3,40 4,175 8,675

Hampshire, 2,820 3,810 4,725

New Jersey. 3,10 3,030 4,835

New Mexico. 2,885 3,810 4,735

New York.. 3,615 4,729 5,615

2,835 3,810 4,735

2,885 3,810 4,735

2,835 3,819 4,735

3,10 4,25 5,320

3,050 00 4,858

3,215 4,333 §,3)

3,20 4,520 5,45

2,885 3,810 4,735

2,835 3,810 4,735

2,855 3,819 4,735

2,655 3,810 4,735

2,885 3,519 4,735

325 4,30 £,255

3,205 4,570 5,435

2,835 3,810 4,735

3,83 4,240 5,165

3,100 4,810

2,833 3,810 4,735

3,715 §,075 &5

2835 510 475

2,685 3,189 4,733

2,835 3,810 4.735'

For families of more than three persons
in the household, add the appropriats sup-
plement for each member over three as fol-
lows:

Per
= person
In the 48 contiguous StateSecamaccua 8925
Alasks, 1,185
Hawall 1,080

Revislon based on Community Services Ad-
ministration Income Poverty Guidelines ef-
fective May 5, 1976, DEEW Supplemental Se-
curlty Income Summary dated August 9,
1976, and DOL Consumer Price Index for
October 1876.

Ronavrp E. GeREvas,
Acting Deputy Director.

[FR Doc.T7-1861 Filed 1-31-T77;8:45 am]

DEPARTMENT OF AGRICULTURE
Farmers Home Administration
{Notlice of Deslgnation Number A368)
NORTH DAKOTA
Designation of Emergency Areas

The Secretary of Agriculture has de-
termined that farming, ranching, or
aquaculture operations have been sub-
stantially affected in the following North
Dakota Counties as a result of drought
during the 1976 crop year.

Dlckey McIntosh
Emmons Ransom .
La Aoure Richland *.
Togan Sargent

Therefore, the Secrefary has desig-
nated this area as eligible for emergency
loans pursuant to the provisions of the
Consolidated Farm and Rural Develop--
ment Act, as amended by Pub. L. 94-68,
and the provisions of 7 CFR 1832.3(b).

Applications for emergency loans must
be received by this Department no Iater
than March 7, 1977, for physical losses
and October 5, 1977, for production
losses, except that qualified borrowers
who recelve initial lI